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ENVIRONMENTAL PROTECTION IN AN ERA 
OF DRAMATIC ECONOMIC GROWTH 
IN LATIN AMERICA 


TUESDAY, JULY 25, 2000 

U.S. Senate, 

Subcommittee on Western Hemisphere, 

Peace Corps, Narcotics and Terrorism, 

Committee on Foreign Relations, 

Washington, DC. 

The subcommittee met, pursuant to notice, at 9:35 a.m. in room 
SD-419, Dirksen Senate Office Building, Hon. Lincoln D. Chafee 
(chairman of the subcommittee) presiding. 

Present: Senator Chafee. 

Senator Chafee. The hearing will come to order. This hearing of 
the Subcommittee on Western Hemisphere, Peace Corps, Narcotics 
and Terrorism will focus on environmental protection in an era of 
dramatic economic growth in Latin America.” I would like to wel- 
come the witnesses, and thank them all very much for appearing 
before us today. 

As the title of the hearing says, we are witnessing changes in 
South America and the Caribbean, particularly in the growth of the 
middle class and in the slow emergence of democracy and progress 
in many areas. I think it is appropriate to address whether we are 
seeing the same sort of progress environmental as well. 

As protection, Mr. Leonard says in his testimony, the countries 
in Latin America and the Caribbean have made some progress in 
advancing the well-being of their citizens in the past decade. This 
is great news. People are better educated and healthier than ever 
before. Economic reforms have spurred more growth, and democ- 
racy has been embraced in most countries. We have recently seen 
good things happening in the Caribbean and South America, and 
I think it behooves us to address how the United States of America 
can help these nations in environmental progress as well. 

I am also the chairman of the Environment and Public Works 
Subcommittee on the Superfund, and as I travel around and look 
at the various Superfund sites in my home State of Rhode Island — 
there are 14 in all, and I just went to my twelfth visit yesterday — 
I am staggered by the cost of the cleanup of these sites. I would 
note that much of the damage was done legally, at a time when 
people did not know what to do with some of these toxic wastes. 
Whether it is a landfill or a tire dump, it was legal at the time. 

Just think to yourself, helping to stop other countries from mak- 
ing these enormously expensive mistakes is surely in everybody’s 

( 1 ) 
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best interest, including the environment and the pocketbook. I 
mentioned what is happening in Rhode Island, but there are other 
examples such as the Hudson River and the Coeur d’Alene Valley 
in Idaho. Given the massive price tag into the billions of dollars — 
of the cleanup from the mine wastes that have flowed through the 
Coeur d’Alene Valley into the lakes and streambeds. I think that 
this is something Congress should look into further. 

The developing countries in the Caribbean and South America 
are certainly a great test tube of developing countries. All over the 
world, of course, countries are developing, Africa and Asia for ex- 
ample. But here in our own Western Hemisphere, we can monitor 
and help, achieve progress in countries, so close to home. 

Last, let me say that a few weeks ago the Senate voted on a mas- 
sive aid package to Colombia, most of which went to military hard- 
ware. This should justify a pause as we look at trying to help these 
countries. Is it always through arms? Is there a better way in help- 
ing these countries, making friends, promoting democracy and 
achieving progress? I would hope so, and so we welcome the first 
panel, and Mr. Carl Leonard, who is a long-time student of Latin 
America. I believe he first became involved in 1971. I look forward 
to your testimony. Welcome. 

STATEMENT OF CARL H. LEONARD, ACTING ASSISTANT AD- 
MINISTRATOR, BUREAU FOR LATIN AMERICA AND THE CAR- 
IBBEAN, U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT, 

WASHINGTON, DC 

Mr. Leonard. Thank you very much, Mr. Chairman, for inviting 
me to speak on environmental problems in Latin America and the 
Caribbean [LAC], or LAC region. 

I would like to emphasize three points. First, environmental deg- 
radation in the LAC region is severe, and has serious consequences 
for both the people of the region and the United States. Second, 
USAID environmental programs are having a positive and signifi- 
cant impact, but the dimensions of the problem are well beyond the 
resources of the individual donor, and third, poverty and environ- 
mental degradation are interrelated and interdependent. Poverty is 
one of the major forces driving environmental degradation, while 
sound natural resource management is essential for reducing pov- 
erty and ensuring future prosperity. 

I request that my full written statement will be included in the 
record. 

Senator Chafee. Without objection. 

Mr. Leonard. In the past decade, the countries of the region 
have significantly advanced the well-being of their citizens. People 
are better educated and healthier, economic reforms have spurred 
more robust growth, and democracy is embraced in most countries. 
We are encouraged by this progress, but major challenges remain. 
Severe degradation of the region’s environment and natural re- 
source base is one of the most serious challenges. Most alarming, 
the degradation is accelerating. The environmental services and re- 
sources upon which economic prosperity, health, security, and sta- 
bility depend are being destroyed. 

This environmental destruction cannot be viewed in isolation. 
From my current perspective and from my experience as USAID 
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Mission Director in Costa Rica, Bolivia, and El Salvador, I firmly 
believe that to safeguard progress and advance prosperity sound 
environmental management must be a high priority within the re- 
gion’s broader development agenda. 

The LAC region is blessed with an extraordinarily rich natural 
resource base. However, this fortune can mask the severity of the 
environmental crisis. For example, LAC has half of the world’s 
tropical forest, but also one of the world’s highest rates of deforest- 
ation. The region lost more than 210 million acres of forest between 
1980 and 1995. Brazil, the country with the greatest amount of 
tropical forest in the world, loses more than 1 percent annually, or 
an area four times that of Rhode Island. 

Of particular concern, countries with the least amount of remain- 
ing forest have some of the highest deforestation rates. At these 
rates, some countries will lose their remaining forest within the 
next 10 to 20 years. 

Similarly, the region is blessed with more fresh water per capita 
than any other region of the world, but during the past 50 years 
it has suffered the greatest decline per capita. The principal cul- 
prits are poor watershed management, misuse of agricultural in- 
puts, the overdrawing of aquifers, and the lack of wastewater treat- 
ment. 

The region’s marine and coastal resources include the second 
longest reef in the world, and extensive mangroves and estuaries. 
These resources harbor globally important biological diversity, sup- 
port fisheries and tourism, buffer coastal communities against 
storm damage, and are at the core of some countries’ economies. 

However, siltation, pesticides, and wastewater are smothering 
the region’s reefs. Scientists categorize the survival of two-thirds of 
the reefs as threatened or highly threatened. Rapid urbanization, 
fueled in large part by immigration from rural areas, is magnifying 
cities’ already severe environmental problems. 

Conditions are particularly severe in shanty towns, where almost 
half of city residents live, where the greatest growth is taking 
place, and where raw sewage and solid waste are dumped directly 
into the environment. More than 90 percent of LAC’s urban and in- 
dustrial wastewater is released to the environment untreated. 

None of the numerous examples illustrates the impact of re- 
source mismanagement more clearly than Hurricane Mitch. To de- 
scribe Mitch as a natural disaster is a misnomer. Nature provides 
the physical phenomena. People produce the vulnerability through 
the resource use decisions we make. It is the combination of the 
two that leads to disasters. 

Mitch left more than 9,000 dead, 3 million people homeless, and 
left $8 billion in direct damages. Experts attribute 70 percent of 
the damage to poor land use decisions. The message is clear. Ignor- 
ing sound environmental practices imperils development. 

Environmental degradation in the LAC region directly affects the 
United States. Some impacts are immediately noticeable, for exam- 
ple, the 1998 fires in Mexico and Central America that fouled the 
air of the southern United States. The impacts of habitat degrada- 
tion are less immediate, but profound, including sharp reductions 
in populations of migratory birds, an important green species. 
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Environmental degradation can also lead to human flight. The 
1999 report of the International Red Cross concluded that the num- 
ber of people displaced by environmental degradation outstrips the 
number displaced by political unrest and war. Environmental deg- 
radation contributes significantly to immigration pressures. 

The most severely affected by environmental degradation are the 
poor, who live in the most vulnerable environments, often squat- 
ting on marginalized areas, which maximizes their exposure to dis- 
asters. The poor also lack access to clean water and sanitation, and 
often are forced to meet their needs through environmentally de- 
structive practices such as the clearcutting of steep slopes for fire- 
wood, and slash-and-burn agriculture. Consequently, the poor are 
the greatest victims of environmental degradation, but poverty is 
one of the most significant forces driving that degradation. 

Rapid population growth makes the challenge more difficult. Al- 
though growth rates have dropped, population levels have not yet 
stabilized. Meeting the needs of a growing population places great- 
er demands on the environment. 

Recognizing that improved resource management is essential to 
reduce poverty and foster prosperity, USAID follows four principles 
in designing our environmental programs. First, we develop and 
disseminate environmentally sound practices that ensure economic 
returns competitive with or superior to current wasteful practices. 

Second, we engage and empower local communities and individ- 
uals, for community action makes government more responsive and 
individual ownership and tenure provide motivation for steward- 
ship. 

Third, we increase public awareness about the consequences of 
and alternatives to degradation, and fourth, we promote policy re- 
forms that direct market forces toward sustainable use. 

Our environment program in the region totals approximately $65 
million each year. I would like to summarize a few examples. 
USAID supports sustainable tropical forest management through 
policy reform, capacity building, introduction of sustainable forestry 
practices, and business market development. In Bolivia, the USAID 
program successfully strengthened the technical capacity of com- 
munity groups and fostered partnerships with industry. The area 
of tropical forest certified as well-managed has increased 
fifteenfold, from 128,000 acres to 2 million acres. Exports of eco- 
certified timber have increased from zero to nearly $8 million an- 
nually. We are supporting similar programs in Brazil, Peru, Ecua- 
dor, Honduras, and Guatemala. 

In Honduras, USAID’s land use and productivity enhancement 
project, known as LUPE, improved hillside agricultural practices. 
Approximately 38,000 hillside farm families adopted environ- 
mentally sustainable cultivation practices. As a result, soil erosion 
losses on steep slopes were reduced from 37 tons per acre to less 
than half a ton, saving an estimated 5 million tons of topsoil annu- 
ally. Farmers increased their income by more than 50 percent. 

LUPE’s effectiveness was vividly demonstrated during Hurricane 
Mitch. Although soil erosion and landslides destroyed many farms, 
adjacent LUPE sites withstood the ravages of the storm. The LUPE 
approach has been adopted and spread by Central American gov- 
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ernments and donors in their commitment to “build back better” 
after Mitch. 

USAID is the leader in assisting LAC countries to conserve and 
utilize their biological resources in a sustainable manner. Our pro- 
grams have improved protected areas management, safeguarded 
key watersheds, strengthened local NGO’s and community groups, 
assisted indigenous communities to secure land tenure, and pro- 
vided environmentally sound economic alternatives. 

For example, the Parks in Peril program, our partnership with 
the Nature Conservancy, local NGO’s and municipalities, builds 
local capacity to conserve biological diversity. The program has im- 
proved protection at 37 park sites covering over 28 million acres. 

Industrial pollution impairs human health and degrades eco- 
nomically important ecosystems. We have demonstrated that re- 
ducing pollution while enhancing business performance is a win- 
win approach. Our pilot projects have introduced pollution preven- 
tion technologies that reduce the consumption of water, energy, 
and raw materials, and thus improve efficiency and reduce costs. 

Because the challenge is beyond the means of any one actor, 
partnerships are essential. Accordingly, we build local capacity and 
commitment so programs will continue and have the opportunity to 
expand and engage the resources and creativity of the host country. 

Second, we develop models that others adopt. Practical, simple, 
and culturally appropriate models have the best opportunity for 
being disseminated. 

Third, we form partnerships with NGO’s, universities, and other 
Federal agencies. These institutions are the source of extensive 
technical expertise and commitment, which we complement with 
our international development experience and country knowledge. 

Fourth, we encourage the “greening” of private investment, for 
private investment in the region far exceeds levels of donor assist- 
ance. 

And fifth, we coordinate closely with the multilateral develop- 
ment banks and other donors. USAID provides grant resources that 
host countries and international financial institutions frequently 
lack. We are doing the analyses and pilot activities needed for the 
design of larger loan programs. Coordination among donors can 
also encourage developing countries to adopt the reforms necessary 
for sound development. 

In conclusion, environmental degradation threatens sustained so- 
cial and economic progress in our hemisphere. Environment re- 
mains the key element in our overall development strategy. We will 
continue to implement and buildupon the successful approaches 
outlined above to improve environmental management, conserve 
biodiversity, alleviate poverty, and ensure future prosperity. 

Finally, we greatly appreciate the interest of this subcommittee 
in an environment and development issues, and look forward to 
working with you. Thank you for the opportunity to present our 
views. 

[The prepared statement of Mr. Leonard follows:] 
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Prepared Statement of Carl Leonard 

i. OPENING 

Thank you, Mr. Chairman, for inviting me to speak on environmental problems 
in the Latin America and Caribbean (LAC) region. Many of these problems are due 
to rapid economic and population growth, and unsustainable land-use practices, as 
well as other stresses on the environment. In addressing these issues, I would like 
to emphasize three points: 

1. First, environmental degradation in the LAC region is severe and has seri- 
ous consequences for both the people of the region and the United States. 

2. Second, environmental degradation cannot be addressed in isolation of 
other development challenges. In particular the resolutions to poverty and envi- 
ronmental degradation are interrelated and interdependent — poverty is one of 
the major forces driving environmental degradation, while sound natural re- 
source management is essential for reducing poverty and ensuring prosperity 
within the region. 

3. USAID programs to conserve natural resources and foster their sustainable 
use are achieving positive results, but the dimensions of the problem are well 
beyond the resources of any individual donor. 

II. INTRODUCTION 

The countries of LAC have made significant progress in advancing the well-being 
of their citizens in the past decade. People are better educated and healthier than 
ever before, economic reforms have spurred more robust growth, and democracy has 
been embraced in most countries. We should be and are encouraged by this 
progress. Nevertheless, the progress is fragile and major challenges remain. 

Severe degradation of the region’s environment and natural resource base is one 
of the most serious challenges. Most alarming, the degradation is accelerating. The 
environmental services and resources upon which economic prosperity, health, secu- 
rity, and political stability rest are being destroyed. But, this environmental de- 
struction cannot be viewed in isolation. Rather, it must be addressed in the broader 
context of development challenges including issues of governance, equity, and 
human and institutional capacities. From my current perspective and from my expe- 
rience as USAID Mission Director in Costa Rica, Bolivia, and El Salvador, I firmly 
believe that to safeguard progress and advance prosperity, sound environmental 
management must be a high priority within the region’s broader development agen- 
da. 

It is the good fortune of the region to be blessed with an extraordinarily rich nat- 
ural resource base. But, this fortune can mask the severity of the environmental cri- 
sis. I will first outline some of the most significant problems to illustrate the extent 
of this crisis. Then I will cite approaches USAID has found successful in helping 
to address the region’s environmental challenges. 

III. EXAMPLES OF ENVIRONMENTAL DEGRADATION 

Forests — LAC has half of the world’s tropical forests, but also one of the world’s 
highest rates of deforestation. The region lost more than 210 million acres of forest 
between 1980 and 1995. Brazil, the country with the greatest amount of tropical for- 
est in the world, loses more tban one percent annually, or an area four times that 
of Rhode Island. Of particular concern, countries with the least amount of remaining 
forests have the highest deforestation rates. For example, if Jamaica, with only ten 
percent of its forest remaining, does not reduce its deforestation rate, it will have 
no forests by 2010. 

What is lost when forests are destroyed? — watershed protections, soil stabiliza- 
tion, habitat for biodiversity, and employment opportunities from forest industries 
and other businesses dependent on forest services. Left behind frequently are fragile 
and easily degraded lands. Conversion to agriculture is the principal cause of defor- 
estation, but paradoxically much of the cleared land is unsuitable for sustained agri- 
cultural production. The chain of events is all too common. Declining land fertility 
leads to declining yields, which causes farmers to switch land to less productive uses 
such as pasture, use more inputs such as chemical fertilizers, and eventually aban- 
don unproductive lands to move on to clear remaining forests. 

Fresh Water — Besides forests, the LAC region is blessed with more freshwater per 
capita than any other region of the world, but during the past fifty years it is also 
the region that has suffered the greatest decrease per capita. The principal culprits 
are poor watershed management, misuse of agricultural inputs such as fertilizers 
and pesticides, the overdrawing of aquifers, and the lack of wastewater treatment. 
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More than ninety percent of LAC’s urban and industrial wastewater is released to 
the environment untreated. The consequences of water mismanagement include: se- 
vere health problems (e.g., waterborne diseases cause sixty percent of child mor- 
tality); reduced hydroelectric potential; water shortages and increased costs for in- 
dustry, agriculture, and homes; reduced shipping capacity; and extensive damage to 
freshwater, coastal, and marine ecosystems. 

Marine Resources — The region’s extensive marine and coastal resources include 
the second longest reef in the world, and extensive mangroves, sea grass beds, and 
estuaries. These resources harbor globally important biological diversity, support 
fisheries and tourism, buffer coastal communities against storm damage, and are at 
the core of some countries’ economies. The small island nations of the Caribbean de- 
rive thirty-one percent of their GDP from a tourism industry based on the beauty 
of their marine environments. Nevertheless, the region’s reefs are being smothered 
and poisoned by siltation, pesticides, and wastewater. Scientists categorize the sur- 
vival of two-thirds of the reefs as threatened or highly threatened. Other marine 
and coastal resources, such as mangrove forests are faring no better. 

Production of Illegal Drugs — Production of illegal drugs create significant environ- 
mental issues. The impact on the environment of coca production and cocaine manu- 
facturing in Bolivia has been well-documented. Land clearing for coca alone caused 
a deforestation rate estimated at 10,000 hectares/year. Cocaine processing also has 
an environmental impacts. Lime and sulfuric acid, used in the manufacture of co- 
caine base and discarded afterwards, modifies the pH of soil and water. Kerosene, 
used as a leaching agent, diminishes the oxygenation capacity of rivers, killing wild- 
life. During peak production times in Bolivia, annual averages of 14 million liters 
of kerosene were dumped into rivers. 

Urban Environment — Rapid urbanization, fueled in large part by immigration 
from rural areas, is magnifying cities’ already severe environmental problems. 
Urban environmental services are essentially absent. The sewage of most house- 
holds goes untreated, and refuse pick up is sporadic, inadequate, or totally lacking. 
Conditions are particularly bad in the shantytowns where almost half of city resi- 
dents live and where the greatest growth is taking place. The rapid expansion of 
the “informal” (unregulated) sector of the economy, which employs over sixty per- 
cent of the labor force, is adding to the solid waste and wastewater problems. Un- 
regulated textile, leather, metal processing shops and other small manufacturing op- 
erations dispose of their chemical and solid wastes in the most expeditious manner 
possible. 

Disasters — None of the numerous examples illustrates the impact of resource mis- 
management more clearly than Hurricane Mitch. To describe Mitch as a “natural 
disaster” is a misnomer. Nature provides the physical phenomena, people produce 
the vulnerability through the resource-use decisions we make. It is the combination 
of the two that leads to disasters. 

Hurricane Mitch was the most destructive disaster in the Hemisphere’s recorded 
history. Central America reported more than nine thousand deaths, and three mil- 
lion left homeless. Total direct damage reached $8 billion, including the destruction 
of social and economic infrastructure such as transportation routes, villages, schools, 
and crops. Such events threaten sustainable development, by destroying years of de- 
velopment progress and investments and shifting development priorities from long- 
term goals to meeting relief and reconstruction needs. 

The Central American Commission on Environment and Development (CCAD) es- 
timated that seventy percent of the damage from Hurricane Mitch can be attributed 
to poor land use decisions. The message is clear — ignoring sound environmental 
practices imperils development. 

Impacts on the United States — Environmental degradation in the LAC region di- 
rectly affects the United States. Some impacts are immediately noticeable, for exam- 
ple, the 1998 fires in Mexico and Central America that fouled the air of the south- 
ern United States and reached as far as New Jersey. The impacts of habitat deg- 
radation are less immediate but profound. As examples, nearly two-thirds of the 
bird species found in the United States are migratory and depend upon LAC habi- 
tats during winter months, and many U.S. commercial marine species depend upon 
coastal nurseries throughout the region. Loss of habitat in the LAC region has been 
a significant cause for the sharp reduction we have experienced in migratory birds 
and the population of important marine species in our country. 

Environmental degradation can also lead to human flight. The 1999 annual report 
of the International Committee of the Red Cross concluded that the number of peo- 
ple displaced by environmental degradation far outstrips the number displaced by 
complex disasters such as political unrest, oppression, and war. When unsustainable 
practices exhaust fisheries and land, when pollution diminishes the quality of life, 
and when houses, schools, and clinics disappear in a disaster, people are compelled 
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to move. There is no doubt that environmental degradation contributes significantly 
to the immigration pressures we experience. 

Businesses in the U.S. also have long-term interests in the sound maintenance 
of our neighbors’ resource bases. U.S. timber, fishing, tourism, and agricultural com- 
panies have made significant investments that require sustainable resource man- 
agement. 

Finally, degradation in the LAC region affects the U.S’s interest in the global 
issues of biodiversity conservation and climate change. Latin American and Carib- 
bean countries have approximately half of the world’s biological diversity. The rapid 
measurable rate of habitat destruction demands our attention. The region’s emission 
of greenhouse gases is substantial and rapidly increasing. A significant portion of 
this is due to deforestation, but the expansion of industrial output and growing de- 
mand for energy are major and growing contributors. If environmental practices for 
land-use, and energy production and use are not improved, the region’s emission of 
greenhouse gases will dramatically increase. 

Poverty and Population — The most grievously affected by environmental degrada- 
tion are the people of the region, particularly the poor who have no choice but to 
live in the most vulnerable and degraded environments. It is the poor who depend 
most directly on natural resources to meet their basic human needs, and have lim- 
ited access to safe and productive lands. It is the poor who are forced to squat on 
marginalized areas, such as floodplains, which maximizes their exposure to the next 
disaster. When disaster strikes, it is the poor who lack a safety net. The poor also 
lack access to clean water and sanitation facilities, and often are forced to meet 
their needs through environmentally destructive practices such as clear cutting 
steep slopes for firewood and slash-and-burn hillside agriculture. Consequently, the 
poor are the greatest victims of environmental degradation, but paradoxically it is 
poverty that is one of the most significant forces driving degradation. 

Although alleviating poverty is the principal development and environmental 
challenge, rapid population growth makes the challenge more difficult. We are en- 
couraged that in recent years there has been a marked decrease in growth rates, 
but population growth in the region has not yet stabilized. Due to the large percent- 
age of young people in LAC countries (thirty-three percent are less than fifteen 
years of age), the population will double in Latin America and the Caribbean in the 
next thirty-nine years. In countries with the fastest growing populations — Guate- 
mala, Nicaragua, and Honduras — populations will double in twenty-five years or 
less. As a point of comparison, it will take one hundred-twenty years for the popu- 
lation in the United States to double. 

Meeting the needs of a growing population and increasing standards of living to 
reduce poverty will place greater demands on the resources and services the envi- 
ronment provides. Sustainable resource management is, therefore, not simply essen- 
tial to protecting the environment but to reducing poverty and assuring future pros- 
perity and security in the region. 

IV. USAID PROGRAMS 

Recognizing the relationship between poverty and natural resource management, 
USAID follows four basic principles in the design and implementation of our envi- 
ronment programs in LAC: 

1. USAID develops and disseminates environmentally sound practices that 
ensure economic returns competitive with or superior to current wasteful prac- 
tices, for it is essential that people have sound resource-use alternatives avail- 
able to meet their needs; 

2. USAID engages and empowers local communities and individuals, for com- 
munity action and decentralization make government responsive to the needs 
of the people; and individual ownership and tenure provide motivation for stew- 
ardship; 

3. USAID increases public awareness about the consequences of and alter- 
natives to degradation, for sound environmental management requires a broad 
constituency; and 

4. USAID promotes policy reforms that direct market forces toward sustain- 
able use, for without the proper incentives the development and dissemination 
of best practices will be of limited utility. 

Our environment program in LAC totals approximately $65 million each year. I 
would like to provide you with a few examples employing the above principles. 

Sustainable Forestry — USAID supports sustainable tropical forest management 
through policy reform, capacity building, introduction of improved technical prac- 
tices, and business/market development. In Bolivia, USAID helped develop a com- 
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prehensive forestry law that: (a) ensures greater accountability and transparency in 
awarding concessions, (b) establishes high technical standards for management, (c) 
establishes appropriate market pricing that provides incentives for sustainable man- 
agement, and (d) provides a framework for local communities and indigenous groups 
to obtain legal rights to forest resources. The program successfully refines and dem- 
onstrates best management practices, strengthens the technical and management 
capacity of community and indigenous groups, and fosters partnerships with indus- 
try to access international markets for sustainably produced forest products. 

Through the program, the area of tropical forests certified as well managed by 
such groups as the Forest Stewardship Council has increased fifteen-fold from 
128,000 acres to two million acres — the most in the LAC region — and exports of eco- 
certified timber have increased from zero to nearly $8 million annually. By 2004 we 
expect that six million acres of forests will be certified and exports of certified prod- 
ucts will surpass $20 million annually. USAID is implementing similar programs in 
Brazil, Peru, Ecuador, Honduras, and Guatemala. 

Hillside Agriculture — In Honduras, USAID’s Land Use and Productivity Enhance- 
ment project (LUPE) promoted improved hillside agriculture practices that increase 
agricultural production with improved management of natural resources. LUPE also 
assisted farmers with crop diversification and marketing, especially of high value 
vegetables. Environmental education was carried out in rural elementary schools to 
enhance environmental awareness, and municipalities were strengthened in small 
watershed management. As a result of the program, approximately thirty-eight 
thousand hillside farm families in southern and central Honduras adopted environ- 
mentally sustainable cultivation practices. Soil conservation practices reduced soil 
erosion losses on steep slopes from thirty-seven tons per acre to less than half a ton 
per acre, saving an estimated five million tons of topsoil annually from LUPE sites; 
and in the process farmers increased their income by more than fifty percent. 

The effectiveness of LUPE’s conservation practices was vividly demonstrated dur- 
ing Hurricane Mitch. Although many farms were destroyed by soil erosion and land- 
slides, adjacent LUPE sites withstood the ravages of the storm. Central American 
governments and international donors; in their commitment to “build back better” 
after Mitch, are replicating LUPE models that protect the environment, address 
poverty, and reduce downstream vulnerability of people and economic investments 
to natural disasters. USAID has similar successful hillside agriculture programs in 
several other Caribbean and Central America countries. 

Biological Diversity — USAID is a leader in assisting LAC countries to conserve 
and utilize their biological resources in a sustainable manner. Our programs have 
improved protected areas management, safeguarded key watersheds that provide 
drinking water for urban populations, strengthened local NGOs and community 
groups, assisted indigenous communities in securing land tenure rights, and pro- 
vided environmentally-friendly economic alternatives for local people. For example, 
the Parks in Peril program — a partnership among USAID, The Nature Conservancy, 
local NGOs and local governments — builds local capacity to conserve biological di- 
versity in protected areas throughout Latin America and the Caribbean. During the 
past ten years, the program has improved protection at thirty-seven park sites cov- 
ering over twenty-eight million acres containing globally significant biodiversity. So 
far twenty parks have been transformed into fully-functioning protected areas that 
require minimal donor assistance. Equally significant, USAID has assisted twenty- 
seven local conservation NGOs to become self-sufficient organizations with effective 
voices in their countries for sound environmental management. 

Environment Endowments — USAID has been a global leader in establishing and 
strengthening locally-managed environmental endowments. These endowments pro- 
vide long-term sustainable financing to fund the proposals of local environment 
NGOs and community groups. USAID has strengthened and served on the Board 
of The Enterprise for the Americas Initiative’s (EAI’s) seven environmental trust 
funds (in Argentina, Bolivia, Chile, Colombia, El Salvador, Jamaica and Uruguay), 
totaling over $175 million. USAID also led the creation and capitalization of addi- 
tional environmental trust funds in Ecuador, Guatemala, Honduras, Jamaica, Mex- 
ico, and Panama and has leveraged $42.8 million to support these endowments. 

Industrial Pollution Prevention — Industrial pollution impairs human health, de- 
grades economically important ecosystems, and decreases the competitiveness of 
LAC businesses in a global economy. USAID supports pollution prevention and 
cleaner production activities in seven LAC countries. These help to: (a) increase 
awareness of the economic and social benefits of cleaner production, (b) develop reg- 
ulatory frameworks that favor pollution prevention over end-of-pipe pollution con- 
trol, (c) build local capacity for advancing cleaner production, and (d) increase avail- 
able investment capital by educating lenders about the financial soundness of the 
pollution-prevention approach. 
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In our programs we have clearly demonstrated that pollution-prevention practices 
are a win/win approach — reducing pollution while enhancing business performance. 
Pollution is often the result of not efficiently using and recycling resources. Pollu- 
tion-prevention technologies can reduce the consumption of water, energy, and raw 
materials — improving production efficiency and reducing business costs. In Bolivia 
for example, eleven plants invested $131,000 in pollution prevention and generated 
annual savings of nearly $228,000, a seven month payback on investment. In the 
process they reduced the amount of pollution they produced by seventy percent. In 
Ecuador, sixteen plants invested approximately $4 million and generated annual 
savings of more than $5 million, a ten month payback on investment. 

Water Management — LAC governments are increasingly decentralizing the provi- 
sion of water supply and sanitation as part of broader reforms. USAID has taken 
the lead in developing low-cost, low-maintenance water supply and sanitation mod- 
els for small municipalities in Central America and the Dominican Republic. In El 
Salvador, USAID has helped protect watersheds to increase water supplies, reduce 
surface and groundwater contamination, decentralize potable water authorities, and 
create sustainable local water groups. USAID’s approach to providing rural water 
and sanitation services has strongly influenced the Inter-American Development 
Bank (IDB) water sector loans in El Salvador and the Dominican Republic. During 
the past two years in El Salvador, nine municipalities have developed water-re- 
source management plans, twelve municipalities have implemented potable water 
systems, sixteen have constructed or rehabilitated water systems, five hundred 
households have adopted improved wastewater management, and soil conservation 
practices and tree planting have stabilized nearly 12 thousand acres of land. 

Urban Development — LAC is marked by a concentration of political power, eco- 
nomic wealth, and opportunity in capitals and the largest cities. USAID programs 
have focused on promoting decentralization of political, administrative, and fiscal 
authority to local municipalities so that local people have the authority and re- 
sources to address their needs, including environmental services. USAID’s efforts at 
increasing the availability of financing for urban infrastructure provide an example 
of the success of our approach. In 1993, the Municipal Infrastructure Finance Pro- 
gram was launched by USAID in partnership with the Central American Bank for 
Economic Integration (CABEI), establishing a $26 million credit fund. The program 
started in Guatemala and Costa Rica as a pilot. In 1999, the success of the program 
attracted an additional $60 million in funding from Taiwan and Germany, and was 
extended to El Salvador, Honduras and Nicaragua: CABEI lends to public and pri- 
vate financial institutions, which in turn lend to municipalities to finance infrastruc- 
ture projects such as potable-water and sewage systems, and solid-waste manage- 
ment. By the beginning of this year the program had financed three hundred sixty- 
four projects, benefiting over one million households. 

V. PARTNERSHIP WITH OTHERS 

The previous examples illustrate USAID’s partnerships with other donors, host 
country institutions, the private sector; NGOs, communities, and other USG agen- 
cies. These partnerships are essential. Our programs are successful, but the prob- 
lems are beyond the resources of any individual organization. Consequently, 
USAID’s strategic planning focuses on engaging the interest and resources of others, 
providing guidance and leadership, and supporting innovations of others. Collabora- 
tion is so important to overall success in promoting sustainable development, that 
I would like to outline the basic components of our approach. 

1. Build local capacity and commitment — Without local capacity the end of 
donor funding is the end of that activity. With it, not only does the program 
continue but also has the opportunity to expand and spread as it engages the 
resources and energies, and creativity of the host country and people. 

2. Develop models that can be adopted by others — Practical, simple, and cul- 
turally appropriate models have the best opportunity for being disseminated 
and adopted on their own merit with minimal or no further external resources. 

3. Form partnerships with NGOs, Universities, and other Federal Agencies — 
These institutions are the source of extensive technical expertise and commit- 
ment, which are complemented by USAID international development experi- 
ence. USAID provides guidance based on our years of development experience, 
our in-country knowledge, and the framework of U.S. foreign-policy interests to 
create effective partnerships with U.S. entities for advancing our country’s de- 
velopment assistance goals. 

4. Encourage the “greening” of private investment — Private investment in the 
region far outstrips donor assistance. It is essential that these investments be 
environmentally sustainable. USAID helps countries develop capacity for evalu- 
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ating investment proposals, and assists in developing and promoting environ- 
mentally improved modifications and alternatives. 

5. Cooperate with other bi-lateral donors and the Multilateral Development 
Banks — USAID’s in-country presence and knowledge places us in a position to 
contribute to close donor coordination. USAID has been successful in providing 
the up front grant resources that host countries and International Financial In- 
stitutions (IFIs) frequently do not have for doing the analyses and pilot activi- 
ties needed for the design of large loan programs. Developing a consensus 
among donors can also be essential in encouraging developing countries to make 
tough decisions and reforms necessary for sound development. 

VI. CONCLUSIONS 

In conclusion environmental degradation threatens sustained social and economic 
progress in the region, including aspirations in the region for a better life. 

We will continue to maintain environment as a key element in our development 
strategy, and will continue to implement and build upon the approaches outline 
above. To make the most of limited resources and in recognition of the inter-sectoral 
aspects of environment and its relationship to poverty, we will continue to integrate 
environment goals into our economic, health, education, and democracy, programs. 

Finally, we greatly appreciate this subcommittee’s interest in environment and 
development issues and thank you for the opportunity to present our views. 

Senator Chafee. Thank you, Mr. Leonard, very much, for your 
experience and words. 

Mr. Joseph Eichenberger is the Director of the Office of Multilat- 
eral Development Banks, and is a long-time expert in economic af- 
fairs in Latin America. Welcome, Mr. Eichenberger. 

STATEMENT OF JOSEPH E. EICHENBERGER, DIRECTOR, OF- 
FICE OF MULTILATERAL DEVELOPMENT BANKS, U.S. DE- 
PARTMENT OF THE TREASURY, WASHINGTON, DC 

Mr. Eichenberger. Thank you, Mr. Chairman. On behalf of the 
Treasury Department I greatly appreciate the opportunity to dis- 
cuss the role of the Multilateral Development Banks (MDB) in ad- 
dressing environmental degradation in Latin America. 

I also want to take this opportunity to express our sincere thanks 
to you, Mr. Chairman, for your active support and leadership with 
respect to two Treasury programs of particular significance in deal- 
ing more effectively with major environmental challenges. Those 
programs are the Global Environment Facility and the Tropical 
Forest Conservation Act. Both are enormously important programs 
and both have benefited greatly from your active interest and close 
engagement. 

These institutions, the World Bank, the Inter-American Develop- 
ment Bank and the Global Environment Facility, are making im- 
portant contributions, both directly and indirectly, to efforts to deal 
more effectively with such key challenges as air and water pollu- 
tion, biodiversity conservation, forestry preservation and land deg- 
radation. 

Directly, the institutions are major lenders for environmental 
purposes in Latin America, together providing over $1.6 billion in 
loans and grants in 1999 alone. Indirectly, each is working to pro- 
mote the policy and institutional reforms needed to create a foun- 
dation for environmentally sound growth over the long-term. 

The Treasury Department has been actively engaged for more 
than a decade in helping to shape MDB policy and project decisions 
related to these environmental challenges. We have benefited 
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greatly in these efforts from the keen ongoing interest of Congress 
and civil society groups of all kind. 

I also want to acknowledge USAID’s expertise on environmental 
issues and the very helpful collaboration it has had with both us 
and the MDB’s on the full range of environmental issues. 

I believe it is fair to say that these shared efforts have produced 
major progress, and that the environmental efforts within the 
banks have been advanced substantially. 

But it is also fair to say that there have been disappointments. 
There is clearly still a great deal of work to be done, and continued 
strong U.S. leadership will be essential. 

My colleague, Carl Leonard, has spoken directly, and I think ef- 
fectively, about the key environmental challenges in Latin America. 
I request that my complete written statement be placed in the 
record and I would like to focus my oral remarks more specifically 
on MDB efforts to address these challenges and on our priorities, 
U.S. priorities, for the MDB’s going forward. 

There is no question that the MDB’s need to play a significant 
role in helping Latin America deal effectively with its urgent envi- 
ronmental challenges. Over the past decade, we have worked hard 
to ensure that the institutions take fully into consideration the di- 
rect impact of their projects on the environment. We have also 
given high priority to their important indirect role in helping 
strengthen indigenous institutions and the basic policies that are 
indispensable to achieving both environmentally sustainable devel- 
opment and enduring poverty alleviation. 

Last year, the World Bank, the Inter-American Bank [IDB] and 
the Global Environment Facility [GEF] provided close to $4 billion 
in loans, grants and technical assistance for environmental efforts 
worldwide. For Latin America, the IDB provided just under $900 
million for these purposes, the World Bank, about $450 million; 
and the GEF about $270 million, which includes some co-financing. 

Most of the IDB and World Bank loans have been geared to ad- 
dress urban environment problems, to improve the supply of clean 
water and to promote pollution control. They have also provided 
technical assistance in such important areas as strengthening insti- 
tutions, coastal resources management, watershed management, 
and natural resources conservation. 

My full written submission identifies a number of specific 
projects that might be of particular interest to the subcommittee. 
These projects, and many others, I think, reflect the MDBs’ efforts 
to find innovative approaches to environmental challenges, includ- 
ing by forming public/private sector partnerships. We have encour- 
aged such work by the MDB’s and we will continue to do so in the 
future. 

I would like to spend a moment on the Global Environment Fa- 
cility, which is the primary international funding mechanism to ad- 
dress global environmental challenges. 

Since 1991, the GEF has provided close to $570 million in grants 
for operations in Latin America, leveraging an additional $1.3 bil- 
lion in co-financing for such projects as, most recently, dem- 
onstrating economically viable renewable fuel technologies in Brazil 
in cooperation with General Electric, and a multi-country effort to 
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reduce pesticide runoff into the Caribbean by improving manage- 
ment practices. 

In these and other areas, the GEF seeks to maximize its impact 
by focusing on innovative solutions to cross-border problems and by 
collaborating closely with other institutions, such as the World 
Bank, to multiply the effect of its limited resources. 

The formula is working. In 1999, for example, every dollar pro- 
vided by the United States leveraged approximately ten additional 
dollars from other donors, including recipient governments and the 
private sector. What was a pilot program just a few years ago has 
established a growing record of results and has garnered growing 
support for its efforts. And again, we greatly appreciate the strong 
support you, in particular, have given to the GEF, Mr. Chairman. 

Yet, the GEF’s ability to achieve its mission is being severely 
limited by the financial constraints arising largely from our inabil- 
ity to deliver on U.S. financial commitments. U.S. arrears to the 
GEF now total $204 million, and they will expand further if the 
funding levels contained in the current appropriation bills for fiscal 
year 2001 are maintained. The impact of U.S. arrears is further 
magnified by the fact that other countries are holding back their 
contributions until we deliver on ours. 

The bottom line, Mr. Chairman, is that the GEF may find itself 
unable to make any new operational commitments beyond the 
fourth quarter of this year in the absence of some significant new 
U.S. funding. 

With respect to the MDB’s — the World Bank and the Inter-Amer- 
ican Bank — our efforts to promote environmental soundness have 
focused on several key areas. First, integrating environmental con- 
siderations thoroughly into project design. Second, increasing the 
amount of financing for environmentally beneficial projects. Third, 
implementing stronger environmental policies fully and strength- 
ening them where that is needed. Finally, ensuring greater trans- 
parency and effective civil society participation in bank operations. 

We have achieved much at the World Bank. Operational require- 
ments for environmental analysis are now widely considered to be 
among the strongest of their kind. Public consultations are manda- 
tory in most cases. The Bank has an information policy based on 
a presumption of disclosure. 

There is a centralized unit at the bank for environment and sus- 
tainable development, as well as specialized staff located through- 
out the operational units. And in the private sector area, the 
Bank’s investment insurance arm, Multilateral Investment Guar- 
antee Agency [MIGA], has formally adopted new environmental 
and disclosure policies. 

At the IDB, I would note, in particular, a series of specific poli- 
cies on water resource management, coastal management, forestry 
and agriculture. The IDB, as has the World Bank, has created an 
independent Inspection Panel to give a voice to local people who 
feel that their interests have been adversely effected by IDB 
projects. There is a greater operational emphasis on energy effi- 
ciency. Environmental units now exist throughout the organiza- 
tion’s regional and operations departments. Most recently the IDB 
has pursued what we think is an exemplary process for consulting 
with civil society as it develops a new energy policy. 
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I think the record is one of progress in the organizations, but 
there is no question that more remains to be done. Both institu- 
tions need to make further progress in integrating environment 
more thoroughly into their operations. Information disclosure poli- 
cies and the Inspection Panels in these institutions are being re- 
viewed for further improvements. We expect to be fully engaged in 
this exercise to achieve those improvements. 

Consistent implementation of the various safeguard policies and 
enforcement of bank procedures are a key U.S. concern. The banks 
are aware that they need to do more to make this a reality. 

I would point out, Mr. Chairman, that the G-7 finance ministers, 
as part of the Okinawa economic summit, recently agreed to a slate 
of MDB reforms which I think constitutes a very substantial agen- 
da for further progress. Among these is agreement that the MDB’s 
need to focus more resources on the provision of global public 
goods, including global environmental goods. I would be happy to 
share that reform agenda with you if you are interested. 

In conclusion, Mr. Chairman, the Treasury Department is abso- 
lutely committed that U.S. support for the MDB’s helps to protect 
the environment and the natural resources in Latin America and 
the Caribbean and beyond. We have a clear strategic interest in 
helping our neighbors in the hemisphere achieve growth that also 
protects the environment. And we believe that we have a unique 
opportunity to do so through institutions that we have helped 
shape for as much as 50 years. I would be pleased to answer any 
questions that you have. Thank you. 

[The prepared statement of Mr. Eichenberger follows:] 

Prepared Statement of Joseph E. Eichenberger 

Mr. Chairman, Ranking Member Dodd, and distinguished Members of the Sub- 
committee. 

Thank you for the opportunity to discuss the important role of the multilateral 
development banks (MDBs) in addressing environmental degradation in Latin 
America. The Inter-American Development Bank, the World Bank, and the Global 
Environment Facility are playing a key role, both directly and indirectly, in the re- 
gion to address such issues as: air and water pollution, biodiversity conservation, 
forestry preservation, ozone depletion, and land degradation. Directly, the institu- 
tions are major lenders for environmental purposes, together financing over $1.6 bil- 
lion in Latin American in FY 1999. Indirectly, all are involved in promoting the pol- 
icy and institutional reforms. The World Bank has rightly said, . . lasting poverty 
reduction is only possible if the environment is able to provide the services people 
depend on and if natural resource use does not undermine long-term development.” 
We can all agree on that common sense principle. 

The Treasury Department is actively engaged in MDB policy and project decisions 
related to environment and we have been successful in promoting a stronger envi- 
ronmental agenda within the banks. We have benefited greatly in these efforts from 
the keen on-going interest of Congress and civil society groups. I also want to ac- 
knowledge USAID’s expertise on environmental issues and the very helpful collabo- 
ration it has had with us and the MDBs on a wide range of issues. But that said, 
there is clearly still a great deal of work to be done, and continued strong U.S. lead- 
ership will be essential. Today, I will focus my remarks on three main topics: 

I. The key environmental challenges in Latin America; 

II. MDB efforts to address these challenges; and 

III. U.S. priorities for the MDBs going forward. 

I. KEY ENVIRONMENTAL CHALLENGES IN LATIN AMERICA 

In Latin America, as elsewhere, natural resources have traditionally been viewed 
as a basis for revenue generation and economic growth, with important sustain- 
ability issues typically relegated to secondary status. Over time, this has led to over 
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exploitation of the natural resource base upon which many of these economies de- 
pend. Fortunately, the view in the region is changing, as democracy has taken 
stronger hold, and as the basic economic logic of conservation and sustainable devel- 
opment has become better understood. 

Meeting an increasing demand for energy is one of the biggest environmental 
issues faced by Latin American today — be it through the use of forests as a fuel 
source or emissions from power generators, rural and urban areas suffer the associ- 
ated environmental impacts of energy production and usage. Urban air pollution re- 
mains a key human health and environment issue, as does water pollution in dense- 
ly populated areas. Much of the region’s biodiversity resources are under threat 
from forest loss, soil depletion, water pollution, fisheries exploitation, land degrada- 
tion from poor agricultural practices, unsustainable forestry practices, and over- 
grazing. The use of persistent organic pollutants (e.g., DDT), with their insidious 
impacts, is also another major challenge for the region. 

The reasons for these problems are multiple and complex. Lack of institutional 
capacity has long been a constraint to implementing environmental policies and pro- 
grams, and to managing the environmental implications of growth and development. 
In many cases, government policies in areas such as land use and energy pricing 
have directly encouraged activities that are contrary to sound, long-term resource 
management. Latin America’s welcome efforts to build market-based economies 
have in some important respects outpaced its efforts to build capacity to regulate 
and monitor natural resource use and enforce environmental laws. Poverty itself can 
be directly responsible for unsustainable resources use, leading to a vicious cycle of 
need and overexploitation. 

II. MDB EFFORTS TO ADDRESS ENVIRONMENTAL CHALLENGES 

We believe the MDBs need to play a significant and multifaceted role in helping 
Latin America deal effectively with these urgent environmental challenges. Over the 
past decade, we have worked hard to ensure that the MDBs take fully into consider- 
ation the direct impact of their projects on the environment. We have also given con- 
siderable emphasis to the important role of the MDBs in helping strengthen institu- 
tions across the region responsible for implementing and developing sound environ- 
mental policies for sustainable development and poverty alleviation. 

With substantial leadership from the U.S., the Inter-American Development 
Bank, the World Bank, and the Global Environment Facility have dedicated signifi- 
cant amounts of resources to environmental protection. Globally, in 1999, these 
MDBs have provided close to $4 billion for environmental efforts. For the region, 
the figures are also impressive. Despite the appropriate priority given to managing 
the financial crisis, in 1999 the IDB approved $894 million in loans for environment 
and natural resources, or 9 percent of the Bank’s overall lending total. FY 1999 
World Bank lending in the region for environment totaled approximately $458 mil- 
lion. 

Both institutions have used loans, grants, and technical assistance to build di- 
verse environmental portfolios in the Latin American and Caribbean region, with 
some very innovative projects. Most of the IDB and World Bank environmental 
loans in the region have been geared to address urban environment problems, im- 
prove the drinking water supply, and pollution control. They also provide technical 
cooperation to countries, in such areas as pollution control, institutional strength- 
ening, coastal resources management, watershed management, and natural re- 
sources conservation. 

To highlight several projects in particular: 

• The IDB’s Multilateral Investment Fund (MIF) and the Nature Conservancy co- 
sponsored the EcoEmpresas Fund to invest risk capital in NGOs, microenter- 
prises, and small businesses that work to preserve the environment while mak- 
ing a profit. The IDB received a special recognition award from the Nature Con- 
servancy for its work on this project. 

• The IDB’s Inter-American Investment Corporation (IIC) and a U.S.-owned envi- 
ronmental service provider have formed a strategic partnership to handle indus- 
trial waste and harness the recovered energy resources from waste material. 

• The IDB is also supporting the Coastal Resources Management program in Ec- 
uador with the assistance of the University of Rhode Island Coastal Resources 
Center. 

• A World Bank Clear Air Initiative in Latin America will bring together city 
managers, development agencies, leaders from public sectors, and N&Os to ad- 
dress air quality problems in large metropolitan areas. This three-year program 
covers issues of environment, urban, transport, health, energy, industrial pollu- 
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tion, and global emissions, as they relate to the quality of the air in the cities 
of the most urbanized region of the developing world. 

• The Meso-American Biological Corridor is a multidonor initiative which in- 
cludes the World Bank and GEF investments in Belize, Costa Rica, El Salvador, 
Honduras, Mexico, Nicaragua, and Panama. This initiative is helping to protect 
the countries’ terrestrial and marine ecosystems through a variety of projects, 
including by training indigenous peoples in natural resource management. 

• In Mexico, the World Bank supported a project to test whether small- and me- 
dium-sized enterprises can successfully adopt environmental management sys- 
tems. The project enlisted the private sector, local academic institutions, and 
the Mexican Government. 

These projects, and many similar projects reflect the MDBs’ efforts to find innova- 
tive approaches to environmental challenges, including by forming public-private 
sector partnerships. We have encouraged such work by the MDBs as a concrete ap- 
plication of their particular assets and capabilities. 

Global Environment Facility 

The Global Environment Facility (GEF) has emerged as the principal inter- 
national funding mechanism to address global environmental challenges (e.g., inter- 
national waters, biodiversity, ozone depletion, and climate change) facing developing 
countries and nations transitioning to market economies. Since its creation in 1991, 
the GEF has provided close to $570 million directly in grants for operations in Latin 
America, which has leveraged $1.3 billion in cofinancing. 

The GEF financed $270 million, including co-financing, for Latin American 
projects in FY 1999. In 1999, every dollar provided by the U.S. has leveraged ap- 
proximately $10 from recipient governments, other bilateral donors, the private sec- 
tor, and other multilateral institutions. 

Examples of GEF Projects in Latin America include: 

• Renewable fuel technology is being developed in Brazil. The GEF has worked 
with the Brazilian Government, General Electric, and private Brazilian compa- 
nies to develop and demonstrate generating technology that uses wood chips 
from plantation forests for fuel. 

• GEF is working with Colombia, Costa Rica, Panama, and Nicaragua to reduce 
pesticide runoff to the Caribbean Sea by developing and implementing manage- 
ment practices and national regulatory systems to control the use of pesticides 
and promote the use of alternative pest control systems. 

• In Argentina, GEF is financing work with fisherman and tour guides off the 
Patagonian coast to develop a plan enabling profitable fishing while protecting 
endangered whales, elephant seals, and penguins. 

The GEF seeks to maximize its efficiency and impact by collaborating closely with 
other institutions, including the World Bank. In FY00, for example, joint World 
Bank-GEF projects equal to $264 million were approved. In response to a new GEF 
policy supported by the United States, the regional development banks are pre- 
paring to implement GEF projects. The IDB has already proposed its involvement 
in two projects, a coastal zone management program in Jamaica and a technical as- 
sistance project in the Gulf of Honduras. 

However, the GEF’s ability to achieve its mission is being severely limited by fi- 
nancial constraints arising largely from the U.S. inability to deliver on our financial 
commitments. U.S. arrears to the GEF now total $204.2 million, and will expand 
further if the low funding levels contained in the current Foreign Gperations Appro- 
priations bills for FY01 are maintained. The impact of U.S. arrears is further mag- 
nified by the fact that other countries are holding back their contributions until the 
U.S. makes a substantial contribution. The bottom line is that the GEF may find 
itself unable to make any new operational commitments beyond the fourth quarter 
of this year in the absence of some significant new U.S. funding. 

Tropical Forest Conservation Act 

Though not a part of the MDB efforts on environment, the Tropical Forest Con- 
servation Act (TFCA) bears mentioning. It is another priority in our environmental 
agenda. The TFCA, enacted in 1998, provides eligible countries the opportunity to 
reduce concessional debts owed to the United States, and at the same time generate 
funds to conserve or restore their tropical forests. While the debt reduction compo- 
nent of the legislation is modest, the amounts generated for tropical forest conserva- 
tion programs are meaningful. For example, the roughly $6 million that we have 
already set aside for Bangladesh’s participation will leverage even more resources 
to conserve or restore its 1.5 million hectares of tropical forests, roughly half of 
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which are in the southwestern Sunderbans region and home to the world’s sole ge- 
netically viable population of 400 Bengal tigers. 

Of the 10 countries that have requested participation in the TFCA, six are from 
Latin America (i.e., Peru, Belize, El Salvador, Paraguay, Ecuador, and Costa Rica). 
Of these, Peru and Belize, have already been certified as eligible and are now enti- 
tled to discuss innovative debt swap mechanisms that could generate additional 
funds for tropical forest conservation programs. 

III. THE U.S. ENVIRONMENTAL AGENDA IN LATIN AMERICAN AND HOW WE ARE WORKING 
TO ENSURE MDB OPERATIONS REFLECT THIS 

The U.S. has focused its efforts on MDB reforms in several areas to promote the 
overriding principle of environmentally sustainable development: (1) greater 
“mainstreaming” or integration of environmental concerns into regular operations of 
the MDBs; (2) more environmentally beneficial projects; (3) ongoing implementation 
of existing MDB operational policies on environment; (4) improvements in MDB 
policies regarding civil society participation; and (5) further enhanced transparency 
of the Bank’s operations. We pushed for progress on these fronts in our negotiations 
to provide financial replenishment and have been pleased with progress in some 
areas. 

At the IDB, many of the positive developments stem from U.S. leadership in the 
negotiations for the eighth replenishment of the IDB in 1994 to press the Bank to 
provide greater protection for the environment. The accomplishments are wide-rang- 
ing: 

• Development of new policies related to the environment, such as water resource 
management, coastal management, forestry, energy and sustainable agriculture 
development, including a commitment to not finance commercial logging in 
moist tropical forests; 

• Lending for environmentally beneficial projects. Lending for environmentally 
beneficial projects has remained relatively constant since the General Capital 
Increase (GCI) at around 9 percent of the Bank’s portfolio. However, this figure 
may actually understate the environmental work of the Bank since many 
projects have positive environmental aspects even though the primary objective 
of the project is not environmental; 

• Greater emphasis on energy efficiency. The Sustainable Energy Markets 
(SMSE) program, initiated in 1996, focuses on industrial energy efficiency, re- 
newal and efficiency in urban transport. The program has mobilized around $5 
million in external donor funds to prepare efficiency projects for implementa- 
tion. In addition, IIC and MIF, both members of the IDB Group, are financing 
pilot projects under this program; 

• Consultation with affected people and inclusion of resettlement plans as part 
of environmental impact assessments; and 

• Development by Management of an information disclosure policy and creation 
of an independent inspection mechanism that will investigate charges by local 
people that the Bank has failed to follow its own operational policies. 

As a result of the negotiations for a capital increase of the Inter-American Invest- 
ment Corporation (IIC) in 1999, the IIC adopted a new policy regarding environ- 
mental and labor review of projects. The IIC has also adopted the IDB inspection 
panel function and, in January 1999, a policy regarding information disclosure was 
approved for the first time. 

The IDB has created environmental units within each regional operations depart- 
ment to integrate environmental considerations into project preparation and imple- 
mentation. It has adopted procedures to deal with any resettlement that might be 
entailed by projects. The Bank has adopted a Strategy for Integrated Water Re- 
sources Management and an implementation action plan that focuses on internal 
dissemination and mainstreaming of environment into Bank operations. The IDB 
has improved its capacity to integrate environmental considerations into its projects 
and programs. We were pleased with the involvement of civil society in the IDB’s 
development of an energy strategy. Going forward, we want to see the IDB put 
greater emphasis on lending for renewable energy and energy efficiency projects. 
The IDB needs to reinforce its program of consultation with civil society to ensure 
this is an integrated element in all its operations. In this regard, we are working 
closely with the Bank as it prepares a formal framework for consultation and public 
participation. 

During the 1998 negotiations for the twelfth replenishment for the International 
Development Association (IDA-12) — the soft loan window of the World Bank, the 
U.S. pushed for a deeper set of reforms than those achieved in prior replenishments 
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to better mainstream environmental considerations into both IDA projects and its 
policy dialogue with borrowing countries. In particular: 

• Adequacy of country environmental policies and regulations as a performance 
criteria for allocating IDA resources; 

• Integration of environmental issues into all Country Assistance Strategies 
(CASs); 

• Using National Environmental Action Plans as a key element when designing 
Bank operations; and 

• Greater IDA collaboration with the Global Environment Facility. 

It should also be noted that other World Bank affiliated institutions are showing 
progress on the environment. The Multilateral Investment Guarantee Agency 
(MIGA) adopted new environmental disclosure policies in 1999, which are being im- 
plemented. The International Finance Corporation (IFC) is also moving forward to 
better incorporate environmental concerns into its lending operations. 

The World Bank has made noteworthy progress in mainstreaming environmental 
issues into the Bank’s operations. Serious gaps remain, however. We do not consider 
the Bank to have lived up to the expectation that it would make strong efforts to 
mainstream environment throughout its regular operations, as required by the 
GEF’s second replenishment agreement. A progress report on the mainstreaming ef- 
forts outlined in IDA- 12 is due in December 2000, which we will be carefully ana- 
lyzing to see what areas are lacking. In addition, the Bank’s Environment Strategy, 
currently under preparation, provides a mechanism for securing a better commit- 
ment from the Bank to integrate environmental issues into all operations. As a re- 
sult of strong U.S. advocacy, an independent Inspection Panel was created in 1994 
to examine alleged violations of Bank policies in the preparation and implementa- 
tion of projects. In the policy area, we are following closely the ongoing conversion 
of advisory directives into more formal operational policies, especially in the area 
of resettlement and indigenous peoples. 

Enhancing the transparency of these institutions and increasing public participa- 
tion in countries’ development programs are central policy goals of the U.S., particu- 
larly in terms of the environment. We have been at the forefront in calling upon 
these institutions to increase their disclosure of information in a timely manner. 
Over the last five years there have been notable successes (e.g., disclosure of country 
assistance strategies by the World Bank, and public release of environment impact 
assessments by both the IDB and World Bank for projects with a significant impact 
on the environment before project appraisal/analysis missions leave for the bor- 
rowing country). 

We believe there is much more room for improvement in both the IDB and the 
World Bank policies and practices related to environment. The Banks’ record on con- 
sistent implementation of safeguard policies and enforcement of their own proce- 
dures is a key concern to the U.S. The Banks, to their credit, are also aware that 
they need to do much more to ensure that staff and management make this a pri- 
ority. Though we have made progress in improving the quality of loan documents 
related to environment and resettlement and making them publicly available in a 
timely manner, in part due to the requirements of the Pelosi Amendment, we still 
find projects which do not meet the Amendment’s standards. We subsequently op- 
pose any offending projects, sending a clear message to Bank leadership. We will 
continue to use our voice and vote to urge the Banks to meet higher environmental 
standards in accordance with the provisions of the Pelosi Amendment. 

In a broader context, we are calling for a reform agenda for the MDBs to enhance 
their focus on the provision of global public goods, including the global environment, 
as a more forwardthinking approach to poverty reduction and the links between it 
and our environment and natural resources. We believe the MDBs must move away 
from financing sectors/projects that the private sector can easily do on its own and 
focus more on social programs and international public goods that the private sector 
will not or cannot finance, such as the environment. We believe that the banks po- 
tentially have an enormous contribution to make in helping to push the frontier of 
international efforts to promote these kinds of goods, many of which will especially 
benefit developing countries. The GEF, obviously has a key role to play, but the 
World Bank and IDB also must show greater leadership in finding ways for the 
international community to better protect the global resource base we share. 

IV. CONCLUSION 

In concluding Mr. Chairman, I would like to emphasize the importance that the 
Treasury Department places on working to ensure that U.S. support of the MDBs 
helps to protect the environment and natural resources in Latin America, the Carib- 
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bean, and beyond. The U.S. has a strategic interest in helping our neighbors in the 
hemisphere achieve growth that also protects the environment. I would be pleased 
to answer any questions that you may have. 

Mr. Chafee. Thank you, very much, Mr. Eichenberger, for your 
testimony on behalf of the multilateral development banks and 
what they can do to promote environment protection in Latin 
America and the Caribbean. 

My first question is for Mr. Leonard. You said that the region is 
blessed with more fresh water per capita than any other region in 
the world. But during the last 50 years, it is also the region that 
has suffered the greatest decrease per capita. 

The principle culprits are poor watershed management, misuse of 
agriculture inputs such as fertilizers and pesticides, the over- 
drawing of aquifers and the lack of wastewater treatment. These 
problems appear to be all things we can solve. And in later testi- 
mony, Dr. DeWalt will say that less than 10 percent of municipal 
waste water is treated. 

And it seems to me that is where we should start: the very basic 
of all the problems that people care about. Treating wastewater I 
should think is primary. 

In my city, Warwick, of course, we are upgrading our sewage 
treatment plant, not the primary treatment, not the secondary, but 
the tertiary treatment as clean as the stream that runs by it. And 
your testimony indicates that wastewater in the region is flowing 
into water bodies completely untreated. Do you agree that that is 
a good place to start? And what can we do about it? 

Mr. Leonard. Absolutely, Mr. Chairman. The problems of waste- 
water treatment, sanitation, portable water are serious challenges 
in the region. And it is a byproduct of rapid urbanization. But 
there are also issues with rural water systems. 

We are working in USAID to encourage the installation of im- 
proved water systems, sanitation systems. A major effort is under- 
way now in Central America in the aftermath of Hurricane Mitch 
with the supplemental resources we received from the Congress, in 
Honduras and Nicaragua. That is a major focus of attention of 
ours. 

Similarly, we are working in our programs of local governments, 
municipal development. Very frequently what citizens most de- 
mand on their list of priorities is improved water and sanitation. 

So as we work with local government to improve their capacity 
to respond to citizen needs, we have a number of activities under- 
way in the sector. It is a very important sector. The needs are enor- 
mous. We are pleased that the multilateral banks are also heavily 
engaged in providing resources for this need. But the figures of 90 
percent of wastewater released untreated are staggering. We have 
a long way to go. 

Mr. Chafee. I would assume since you have been studying this 
region since 1971 when you were a backstop officer for Brazil, is 
that accurate? 

Mr. Leonard. That is correct, sir. 

Mr. Chafee. That you have seen over the years some changes, 
as you have traveled through the region? Or is it still a tough road 
ahead? 
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Mr. Leonard. Taking the long view, my almost 30 years with 
USAID, I have seen tremendous change in the region, most of it 
positive. If you look at where the region was in 1971 in terms of 
democratic governance, we have come a long way. When you look 
at where we have come on infant mortality rates, child mortality 
rates, access to primary education, if you look at economic growth 
rates, there are a number of very encouraging developments. 

But the degradation of the environment is one area where the 
trends are going the other way, where we have not arrested those 
declines and much more needs to be done. 

But looking back over the time I have spent in Latin America, 
I am certainly one that feels that tremendous progress and 
achievements have been realized. 

Mr. Chafee. And one last question. From your resume, it says 
you have been all over the area: Brazil, Bolivia, Peru, the Carib- 
bean, Honduras, El Salvador, and Costa Rica. Can you give a syn- 
thesis across the continent, who is doing well and who is not doing 
well? 

Mr. Leonard. Well, I think, you know, I spent a lot of time in 
Central America. 

Mr. Chafee. Where are the biggest challenges and who has the 
will at present to address these environmental concerns? 

Mr. Leonard. I think Central America has made a great deal of 
progress. I think South America countries like Bolivia in con- 
fronting narco trafficking, they have made great progress. I think 
there are real challenges in places like Colombia which you men- 
tioned where a combination of threats and multiple factors give 
rise to concern. There are certainly serious challenges in places like 
Haiti. So, I guess, the places where I worry most, where the chal- 
lenge seems greatest, I would put Haiti and Colombia in that 
order. But I see reason to be optimistic throughout the region in 
Central America and South America. 

Mr. Chafee. Thank you. And, Mr. Eichenberger, in your testi- 
mony, you lamented the funding situation with respect to our for- 
eign operations appropriations bills. If we fulfill our commitments, 
do you believe that would bring greater progress to some of the 
areas that we are discussing in this hearing? 

Mr. Eichenberger. Yes, Mr. Chairman, I think it would for a 
variety of reasons. With respect to the GEF, which I mentioned 
specifically, that money goes directly to fund on grant terms a vari- 
ety of environmental investments in environmental issues that I 
think, generally speaking, would not have been made otherwise. 
There clearly is an important leveraging issue here with respect to 
U.S. funding. 

As I noted, one dollar from the United States generates, attracts, 
ten additional dollars from other donors. So to the extent that we 
are in substantial arrears to this organization, there is clearly a 
negative ratcheting effect on the GEF’s capacity to do the kind of 
work that it was created to do. So, $200 million of U.S. arrears 
with that degree of leveraging translates into a great deal of work 
that is not being done. 

With respect to the multilateral banks more broadly, we have 
made substantial progress in recent years in reducing our arrears. 
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At one point, they were in excess of $800 million. We reduced them 
last year down as low as about $350 million. 

Unfortunately, we have taken a turn back in the wrong direction 
and arrears have now gone up in the MDB’s, including the GEF, 
to about $450 million and threaten to go up further at the of fund- 
ing levels that the House and Senate are now talking about. 

The issue for us really is one of the capacity to continue to exer- 
cise leadership in these organizations. I think it is no stretch to say 
that it has been active and aggressive U.S. advocacy in these orga- 
nizations over a period of years that has led to the greater environ- 
mental sensitivity and has led to strong environmental policies. 
U.S. advocacy has led to a change in the internal debate in these 
organizations about what really matters for environmental develop- 
ment. Our concern is to maintain that leadership, and we do so in 
part by meeting our financial commitments. Thank you. 

Mr. Chafee. Do these developing countries have the expertise to 
do the right thing once they get the money, for example, are they 
able to build the proper wastewater plants, or to properly address 
some of the land use issues associated with Hurricane Mitch, which 
caused such devastation? We have all learned through trial and 
error here in this country. We would hate to see them make the 
same mistakes. Common sense will tell you it should be a natural 
partnership as we move forward; to take what we have learned, the 
mistakes that we have made, and helping our neighbors make sure 
they do not make them. Beyond money, do they have either the 
will or the capacity and know-how to address these problems? 

Mr. Eichenberger. Well, I think that there is no question that 
capacity is a real issue. And it is a real issue not just with respect 
to environmental issues, but, for example, education and primary 
health and so forth. 

That is clearly recognized, both in the borrowing countries them- 
selves and in the institutions. It is for that reason, in part, that the 
institutions are trying to shift a great deal of their emphasis to- 
ward making investments in what they refer to as capacity build- 
ing — building the institutions and the human capacity to imple- 
ment programs in a consistent way that produces results. There is 
no question that we are not there yet. 

I would point out a couple of things that I think are very prom- 
ising. Carl spoke earlier of the importance of partnerships. One of 
the very important developments, I think, over the past 5 years is 
the much greater willingness and interest of the multilateral devel- 
opment banks to reach out to the private sector for partnerships. 
Because there is a huge amount of expertise there — American firms 
and in other firms — innovative solutions are being found that are 
highly promising. 

For example, bank research indicates that one of the most seri- 
ous obstacles to effective provision of clean water is the fact that 
initial investments are allowed to go to seed because maintenance 
money is not paid over a period of years. The organizations are 
working with countries to essentially engage private sector opera- 
tors in doing the maintenance, doing the metering, doing the re- 
pairs. That has had the effect of preserving the value of the origi- 
nal investments. It is just one example where those partnerships 
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can help, and at the same time, build the capacity to deal with 
problems as they arise. 

Mr. Chafee. Thank you, very much. Thank you, gentlemen, very 
much. We will take a short break and convene the second panel, 
just a minute or two at your convenience. Thank you, gentlemen, 
very much. 

Mr. Leonard. Thank you, Mr. Chairman. Look forward to work- 
ing with you in the future. 

[Pause.] 

Mr. Chafee. Welcome once again. I would also like to ask if ev- 
erybody can hear in the back, because there is nothing worse than 
being at a hearing where you cannot hear. And if anybody cannot 
hear, raise their hand. I will make sure that whoever is speaking 
gets closer to the microphone or speaks up. I have been to many 
a hearing where you could not hear. 

Welcome, Mr. Watson and Dr. DeWalt. I look forward to your 
testimony. Mr. Watson is the vice president and executive director 
for International Conservation at The Nature Conservancy located 
here in Arlington, Virginia. And a distinguished career. We look 
forward to your testimony. Welcome. 

STATEMENT OF THE HONORABLE ALEXANDER F. WATSON, 

VICE PRESIDENT AND EXECUTIVE DIRECTOR FOR INTER- 
NATIONAL CONSERVATION, THE NATURE CONSERVANCY, 

ARLINGTON, VA 

Mr. Watson. Thank you very much, Mr. Chairman. And thank 
you very much for inviting The Nature Conservancy to present 
some views before this subcommittee. I would like to commend the 
subcommittee for addressing this sensitive but crucially important 
relationship between economic development and conservation of 
precious natural resources in Latin America and the Caribbean. 
And I think Carl Leonard did a nice job of explaining why these 
issues are so closely related and why we in the United States have 
a responsibility to try to address them. 

With your permission, sir, I would like to summarize the key 
points of my remarks and submit the balance for the record. 

Mr. Chafee. No objection. 

Mr. Watson. The Nature Conservancy’s mission is the protection 
of plants and animals that make up the natural world, what is 
commonly referred to as biological diversity or biodiversity, pri- 
marily through the protection of habitats of those plans and ani- 
mals. 

And in my written statement, I touched on the enormous biologi- 
cal and economic importance of biodiversity and some of the most 
serious threats that biodiversity faces in Latin America and the 
Caribbean. So I will not go into those here. 

Rather, I will discuss very briefly how The Nature Conservancy 
addresses these issues overseas. The Conservancy works mainly do- 
mestically. And as I think you know, Mr. Chairman, we have chap- 
ters in all 50 states in the United States. 

But we have long recognized the need to work with the world’s 
greatest biodiversity which is beyond our borders, chiefly in the 
tropics. The Conservancy operates in 19 countries in Latin America 
and the Caribbean as well as others in Asia, Oceania and in Can- 
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ada. We also work indirectly in a couple of other Western Hemi- 
sphere countries such as El Salvador and Argentina through re- 
gional projects and liaison relationships without having formal con- 
servation programs in those countries. 

Since the beginning of our international program in 1981, we 
have helped protect more than 74 million acres of biologically sig- 
nificant land in Latin America and the Caribbean. Funding for the 
Conservancy’s work is 92 percent from private sources. In fact, we 
are currently engaged in a campaign to raise 1 billion private dol- 
lars for conservation. 

Nevertheless, it is important to underscore that the funding that 
the Conservancy receives from the Agency for International Devel- 
opment is crucial to our success in Latin America and the Carib- 
bean. And we urge members of the committee to support appropria- 
tions requests for international conservation in the AID budget as 
well as to fund the U.S. contribution to the Global Environment 
Facility mentioned by the representative from the Department of 
the Treasury a minute ago. And also to expand the excellent and 
growing international programs of such U.S. agencies as the Fish 
and Wildlife Service, United States Forest Service and the National 
Oceanic and Atmospheric Administration as well as the Environ- 
mental Protection Agency. 

And we applaud the leadership that the Congress has displayed 
in enacting the Tropical Forest Conservation Act which is essen- 
tially a congressional initiative and appropriating funds for its im- 
plementation. And we also welcome the growing interest of many 
Senators and Representatives in protecting coral reefs and other 
coastal marine environments. 

Internationally, the Conservancy identifies highly important nat- 
ural areas and helps local organizations build the capacity to pro- 
tect those areas over the long term. We try to strengthen local in- 
stitutional capacities, build conservation infrastructure, conduct 
scientific research and involve local people in community based 
conservation. 

Our goal is to foster strong and sustainable local conservation or- 
ganizations, usually private and nonprofit organizations, that will 
involve local communities in enduring protection of their country’s 
most precious natural heritage. These efforts, of course, also con- 
tribute to strengthening civil society. 

We seek market oriented solutions to conservation issues involv- 
ing all legitimate stakeholders in those issues. We collaborate 
closely with the multilateral development banks, including the 
Inter-American Development Bank, with whom we have created a 
pioneering fund called the EcoEnterprises Fund which is to support 
and invest in environmentally sound enterprises in the hemisphere 
that will generate resources for non-government organizations to 
undertake conservation work. And we also try to take lessons we 
have learned from our extensive work in the United States and 
apply those in Latin America and the Caribbean. 

For instance, conservation easements and tradeable development 
rights are concepts that have been used for years in the United 
States to protect important land and water. And with the help of 
some brilliant colleagues in Costa Rica, we are introducing some of 
these concepts to other countries in the hemisphere. Their jurispru- 
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dence does not contain these ideas at this point. And this effort has 
had an enormously positive reception. It involves private sector 
people in conservation directly without necessarily having to rely 
on the actions of government. 

But the flagship of the Conservancy’s conservation program in 
Latin American and the Caribbean has been the Parks in Peril pro- 
gram that Carl Leonard mentioned a minute ago. It has received 
important funding from AID as well as private resources. It is im- 
portant to note that the AID money through us leverages consider- 
able private resources for this program. 

Many of the parks and nature preserves where we work were ini- 
tially created by local governments in areas that were relatively 
distant from intensive settlement or development; hence, in most 
cases they were largely unspoiled. But in our work we have seen 
the effects of increased economic pressures even at these protected 
sites. Among the greatest threats to conservation of biodiversity, as 
Carl Leonard pointed out a minute ago, are inappropriate 
unsustainable agriculture and destruction of coastal marine areas. 

The Parks in Peril program converts what are often in effect only 
paper parks — that is to say parks that exist on maps but not in re- 
ality — into well-managed protected areas capable of resisting the 
destructive pressures they face. 

Of course, the Conservancy strongly supports economic develop- 
ment in Latin America and the Caribbean and other developing re- 
gions. And we do not believe that development has to be at the ex- 
pense of conservation of countries’ natural resources. 

In fact, we believe that development and conservation are mutu- 
ally dependent. Unless biological and other resources are managed 
carefully and protected, development in countries highly dependent 
on natural resources, as most developing countries are, will soon 
run dry. 

And yet, unless development provides economic alternatives for 
the poor, they will be forced to consume natural resources on an 
unsustainable basis and conservation efforts will be thwarted. 

So we all must strive to assure that development and conserva- 
tion are mutually supportive. 

Finally, Mr. Chairman, I would like to take this occasion to ex- 
press the hope that the full committee will be able before recessing 
for the year to send forward to the Senate — for its favorable advice 
and consent — those conservation-related international agreements 
that are pending before the committee and which I believe are not 
contentious. I am referring specifically to the Sea Turtle Conven- 
tion, on which I believe there were hearings a few days ago, and 
the special protected areas and wildlife protocol to the Cartagena 
Convention. Thank you, very much, Mr. Chairman, for the oppor- 
tunity to be here today. 

[The prepared statement of Mr. Watson follows:] 

Prepared Statement of Hon. Alexander F. Watson 

Mr. Chairman, with your permission I will summarize the key points of my re- 
marks and submit the balance of my testimony for the written record. 

SUMMARY 

The Nature Conservancy’s mission is the protection of the plants and animals 
that make up the natural world, what is commonly referred to as biological diversity 
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or biodiversity, primarily through protection of their habitat. We work mainly do- 
mestically, but we have long recognized the need to work where the world’s greatest 
biodiversity is found — beyond our borders, chiefly in the tropics. The Conservancy 
operates in 19 countries in Latin America and the Caribbean, as well as others in 
Asia and Oceania. We also work indirectly in additional Western Hemisphere coun- 
tries, such as El Salvador and Argentina, through regional projects and liaison. 
Since the beginning of our international program in 1981, we have helped protect 
more than 74 million acres of biologically significant land in the Western Hemi- 
sphere alone. 

Funding for the Conservancy’s work is 92 percent private. In fact, we are cur- 
rently engaged in a campaign to raise one billion private dollars for conservation. 
Nevertheless, the funding the Conservancy receives from the Agency for Inter- 
national Development (AID) is crucial to our success in Latin America and the Car- 
ibbean. We urge Members of the Committee to support increased appropriations for 
international conservation: in the AID budget, as well as to fund the U.S. contribu- 
tion to the Global Environment Facility (GEF), and to expand the excellent inter- 
national programs of such U.S. agencies as Fish and Wildlife Service (FWS), United 
States Forest Service (USFS), National Oceanic and Atmospheric Administration 
(NOAA), and Environmental Protection Agency (EPA). 

Internationally, the Conservancy identifies highly important natural areas and 
helps local organizations build the capacity to protect those areas over the long 
term. We strengthen local institutional capacities, build conservation infrastructure, 
conduct scientific research and involve local people in community-based conserva- 
tion. Our goal is to foster strong and sustainable local conservation organizations — 
usually private and non-profit — that will involve local communities in enduring pro- 
tection of their countries’ most precious natural heritage. These efforts also con- 
tribute to strengthening civil society. 

The flagship of the Conservancy’s conservation program in Latin America and the 
Caribbean has been the Parks in Peril (PiP) program, which has received important 
funding from AID and private sources. Many of the parks and nature preserves 
where we work were initially created by the local governments because they were 
relatively distant from intensive settlement or development, hence in most cases 
largely unspoiled. But in our work we have seen the effects of rapid economic pres- 
sures even at these protected sites. Among the greatest threats to conservation of 
biodiversity are inappropriate, unsustainable agriculture and the destruction of 
coastal marine areas. 

Of course, the Conservancy supports economic development and we believe devel- 
opment does not have to be at the expense of conservation of countries’ natural re- 
sources. In fact, we believe that development and conservation are mutually depend- 
ent. Unless biological and other natural resources are managed carefully and pro- 
tected, development will soon run dry. Yet, unless development provides economic 
alternatives for the poor, they will be forced to consume natural resources on an 
unsustainable basis. 

Finally, Mr. Chairman, I take this occasion to express the hope that the full Com- 
mittee will be able before recessing for the year to send forward to the Senate — 
for its favorable advice and consent — those conservation-related international agree- 
ments that are pending before the Committee and uncontentious. 

THE IMPORTANCE OF INTERNATIONAL BIODIVERSITY 

People in developing countries rely on living natural resources for a multitude of 
economic and social benefits, and the rest of the world, including the United States, 
also receives benefits from them. Biological diversity is critical for the pharma- 
ceutical industry, agriculture and a wide variety of other industrial activities. Ac- 
cording to a study by the World Resources Institute, 4.5% of the U.S. Gross Domes- 
tic Product is due to economic benefits from wild species. Genetic diversity used in 
plant breeding accounted for about one-half of all the gains in agricultural yields 
in the U.S. between 1930 and 1980. Major U.S. crops now depend on infusions of 
new genes from plants found in nature. One quarter to one third of all the prescrip- 
tions drugs in the U.S. contain compounds derived from wild species. 120 prescrip- 
tion drugs currently come from about 95 species of plants; of these, 39 grow in trop- 
ical forests. Botanists believe that more than 35,000 plant species (mostly drawn 
from tropical forests) provide traditional medicines to local peoples and, hence, are 
good candidates for future pharmaceutical research. Only about 2 percent of plants 
have been examined for medicinal properties. There is no way to know what new 
cures we may be losing with each species that goes extinct or what the health care 
costs can be of remedies never developed. 
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These biological resources are increasingly imperiled. Even here in the rich na- 
tions of the North, where parks and nature preserves are generally well protected, 
pressure on many forms of biodiversity is rising. In the United States, on which the 
Conservancy recently completed an unprecedented study of national biodiversity 
status and published the results in the book Precious Heritage, about 14 percent of 
bird species are at risk, 16 percent of mammals, 37 percent of freshwater fish, and 
69 percent of freshwater clams and mussels ( Precious Heritage, p. 102). In the poor- 
er countries of the developing world, the situation is worse. Biodiversity decline, 
often caused by migrating populations with no economic alternatives to living off the 
land, increases rapidly once the frontier of development reaches areas formerly iso- 
lated by distance, lack of roads, difficult climate and poor soil. All too often, the de- 
struction of natural resources, including biological resources, does not even bring 
local people the benefit they hope for — sustained economic development. Instead, the 
land is ravaged for a quick return, and the survivors must either move on or face 
a grimmer poverty than before. 

The Western Hemisphere tropics are particularly notable for their forests. Such 
forests are at the heart of world biodiversity. There may be 10 million species in 
the world. Tropical forests house between 50 and 90 percent of the total. About 17 
million hectares of tropical forests — an area four times the size of Switzerland — are 
being cleared annually. E. O. Wilson, the great Harvard biologist, has estimated 
that at current rates of forest destruction one-tenth to one-quarter of all tropical 
rain forest species may disappear within 30 years. 

Tropical forests are by no means the only threatened Western Hemisphere eco- 
system. For instance, freshwater ecosystems are often the hardest hit of all, as they 
battle long-term water shortages and pollution caused by population growth, expan- 
sion of settled areas, increased irrigation, and economic development without needed 
environmental protections. 

Coastal and marine systems face serious loss and degradation in the continental 
and insular territories of the United States, as well as many countries in the Carib- 
bean, Asia and Oceania. Coral reefs are facing threats never faced before. Coral 
reefs are so rich in biological diversity that they are often referred to as the “rain 
forests of the sea.” Irresponsible extraction and trade of both seafood and decorative 
marine life, deforestation and inadequate construction and industrialization, to- 
gether with global climate changes not well understood, are putting many coral 
reefs at the brink of extinction for the first time in human history. We welcome the 
interest shown in protecting coral reefs by many Senators and Congressmen, and 
the Administration’s commitment to do more to protect marine systems, especially 
coral reefs, as shown by the work of the Coral Reef Task Force and the programs 
of NOAA. 

The true economic value of biological, and other “renewable” resources such as 
water are certainly immense. Credible estimates of the annual economic contribu- 
tions of “environmental services” run into multiple trillions of dollars. But such re- 
sources are only truly renewable if properly treated. Not if species are driven to ex- 
tinction, or if they become so scarce as to make them commercially useless and in- 
capable of recovery in a lifetime. Certainly not if watersheds are destroyed. Not if 
coral reefs are killed. Not if topsoil is blown or washed away. Not if complex inter- 
locking communities of living organisms are disrupted. 

The developing world’s economic progress is unquestionably tied to the careful 
management and protection of its natural resources. Coastal wetlands, mangrove 
forests and offshore reefs, for example, are essential for healthy fish populations 
(sometimes far away from the source of impact) — and fish is currently the leading 
source of animal protein in the human diet worldwide. Forests serve as “carbon 
sinks” to help control carbon dioxide buildup in the atmosphere. Forests also pro- 
mote the retention of water and prevent soil from blowing away and eroding into 
critical waterways — waterways that provide drinking water, hydropower, irrigation 
and transportation to millions of people, as well as essential nutrients and water 
of adequate quality to coastal resources. Biodiversity provides pollination, pest con- 
trol, and the recycling of essential elements, such as carbon, oxygen and nitrogen. 
Parks and protected areas are critical to conserving biodiversity, and they have the 
added benefit of attracting tourists who generate income and employment. Nature 
tourism alone already generates $12 billion annually. 

By contrast, the degradation of biological resources leads to poverty, hunger, dis- 
ease and civil unrest. Massive shifts in population may occur when affected peoples 
migrate from areas that once were productive but now cannot support them. The 
linkages between natural resource depletion in developing countries, and the na- 
tional security of the United States, are real and growing in this age of economic 
globalization. 
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The Conservancy does not see this situation as necessarily development versus 
conservation. In most situations, indeed in virtually all, it is possible to achieve 
both. In fact, in the long run there can be no development, especially in countries 
that depend heavily on natural resources as most poor countries do, without careful 
management (including conservation) of the countries’ natural heritage. Conversely, 
there cannot be effective conservation if the people living in or near areas that 
should be protected have no economic alternatives to consuming the natural re- 
sources of those areas simply to survive. The answer is thoughtful economic develop- 
ment that recognizes the importance, limitations and fragility of natural biological 
systems. There is a growing recognition of these facts in Latin America and the Car- 
ibbean. But, unless countries act effectively on this understanding before careless 
development devours biological resources once and for all, they will lose the race — 
to the severe detriment of future generations and the planet. 

WESTERN HEMISPHERE COUNTRIES INCREASINGLY REALIZE THE VALUE OF 
CONSERVATION 

Over the course of recent decades, many nations of Latin America and the Carib- 
bean recognized that natural resources that seemed abundant were, in fact, limited 
and had to be managed thoughtfully. Many took important initial steps to conserve 
their living resources by establishing systems of protected areas, to safeguard crit- 
ical forests, watersheds, coastal and marine ecosystems, wildlife habitat, scenic at- 
tractions, and other areas of significance. Often, however, these nations had not suc- 
ceeded in effectively managing these areas so as to truly protect them — they re- 
mained “paper parks.” 

To address this serious problem, in Fiscal Year 1990 the Agency for International 
Development (AID) began supporting the Conservancy’s “Parks in Peril” (PiP) pro- 
gram, a public-private partnership that seeks to protect the most important and 
threatened national parks and reserves in this hemisphere. 

Parks in Peril was designed to secure minimum critical management for a series 
of natural sites, transforming them into functional protected areas. The program 
builds collaborative partnerships among national, international, public and private 
organizations. It has become the largest in-situ biodiversity conservation project in 
the tropical world and has drawn wide support from other governmental and non- 
governmental constituencies in the region and around the globe, as well as from pri- 
vate firms and individuals. 

Parks in Peril works to achieve four objective goals: 

(1) To build on-site protection and management infrastructure; 

(2) To integrate the protected areas with the human societies inhabiting their 
surrounding regions; 

(3) To create long-term funding and policy mechanisms to sustain the local 
management of the Parks in Peril sites; and 

(4) To influence conservation in other sites in the region’s most imperiled eco- 
systems. 

AID and the Conservancy have designed an innovative scorecard to measure how 
well particular sites meet these goals. As they do so, the sites are “consolidated” — 
having achieved the program’s original goals, they are phased out from receiving di- 
rect assistance from AID. This transition to long-term sustainability has been from 
the outset a fundamental goal of the program. 

CONCLUSIONS AND RECOMMENDATIONS 

Mr. Chairman, Members of the Committee, our experience of international con- 
servation has convinced the Nature Conservancy of the urgent need to do more to 
protect these precious biological resources. We are currently in the midst of the larg- 
est-ever private fund-raising effort for conservation. We have set a goal of $1 billion 
in private funds for conservation, of which we have earmarked $100 million for our 
international conservation programs. I am proud to say that we are halfway there — 
we have raised $500 million toward our goal. But the technical and financial con- 
tributions of U.S. Government agencies will remain essential to this great effort, in- 
cluding in our work overseas. I urge the Members, both in the Committee and in 
their other activities as Senators, to support increased efforts by the United States 
Government to protect global biodiversity through increased funding to the biodiver- 
sity conservation programs of AID, to the Global Environment Facility (40 percent 
of whose budget goes for biodiversity conservation), and to the under-funded but im- 
mensely useful international programs of the U.S. Forest Service and the Fish and 
Wildlife Service, and as well as those of NOAA and the EPA. 
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Finally, Mr. Chairman, I take this occasion to express the hope that the full Com- 
mittee will be able before recessing for the year to take up those conservation-re- 
lated international agreements that are pending before the Committee and 
uncontentious. The Sea Turtle Convention, which received a hearing last week, is 
one such. Another worthy of action is the Caribbean “SPAW” (Specially Protected 
Areas and Wildlife) Protocol to the Cartagena Convention. We have worked with 
this Protocol and know its value, and hope that the Senate is able to provide its 
advice and consent this year. 

I thank you once again for this opportunity to share with you and the Committee 
the Nature Conservancy’s views on these important international conservation 
issues. 

Mr. Chafee. Thank you, very much for your time and your testi- 
mony. Good luck in raising the billion dollars. 

Mr. Watson. We are working on it. 

Mr. Chafee. And we will work here on the congressional side on 
the funding that you care about, the Global Environmental Facility 
and others. 

Mr. Watson. Thank you. 

Mr. Chafee. And as you said about your work, these efforts also 
contribute to strengthening civil society, noble goals. 

Dr. Billie R. DeWalt is the director of the Center for Latin Amer- 
ican Studies and distinguished service professor of Public and 
International Affairs and Latin American Studies at the University 
of Pittsburgh, Pittsburgh, Pennsylvania. Did you get in this morn- 
ing or last night? 

Dr. DeWalt. Last night. 

Mr. Chafee. Last night. Easy flight? 

Dr. DeWalt. Yes. 

Mr. Chafee. Good. Welcome. And when do you go back? 

Dr. DeWalt. Today. 

Mr. Chafee. Today. Great. Thank you for taking the time. 

Dr. DeWalt. Sure. 

Mr. Chafee. Welcome. 

STATEMENT OF THE DR. BILLIE R. DEWALT, DIRECTOR, CEN- 
TER FOR LATIN AMERICAN STUDIES, DISTINGUISHED SERV- 
ICE PROFESSOR OF PUBLIC AND INTERNATIONAL AFFAIRS 

AND LATIN AMERICAN STUDIES, UNIVERSITY OF PITTS- 
BURGH, PITTSBURGH, PA 

Dr. DeWalt. Well, it is a pleasure to be here. And I really appre- 
ciate the opportunity to address the subcommittee about my per- 
spective on growth and the environment in Latin America. My re- 
marks are based on three decades of research in Latin America and 
I have consulted with a lot of the organizations that have been 
mentioned here today, including the Inter-American Development 
Bank, the World Bank, Global Environment Facility, World Wild- 
life Fund, USAID and so on. 

I will briefly summarize my remarks and then submit the bal- 
ance of my testimony for the written record. 

There are several main points that I wish to make in my state- 
ment to the subcommittee. And I would like to emphasize first that 
Latin America is quite rich in its resource endowments compared 
to its population. With only 8 percent of the world’s population, it 
contains rich mineral and fossil fuel deposits, 25 percent of the 
world’s potentially cultivable land, 30 percent of the annual fresh- 



29 


water runoff, and 25 percent of forest and more than 50 percent of 
tropical forests in the world. 

And because of the economic reforms that have taken place in 
the region, several of the countries are now growing quite rapidly. 
But with economic growth, the already stark socioeconomic in- 
equalities in the region are being exacerbated. In my written testi- 
mony, I just refer to a couple of the recent studies that have been 
done. 

The extremes of wealth and poverty in the region are both impli- 
cated in continuing conservation degradation. We often blame the 
poor because they mine resources in order to survive. But I have 
also seen many cases in which the rich, because they act with im- 
punity regarding environmental laws, regulations and norms, are 
also significant causes of environmental degradation. 

The poor, of course, are often also the victims of environmental 
destruction. They have the least access to decent habitats, clean 
water and air, suffering infectious diseases, the effects of natural 
disasters like Hurricane Mitch and malnutrition. 

From my perspective, conserving and improving natural re- 
sources will require interventions that directly provide economic in- 
centives to people and to industry to maintain and enhance their 
natural resources. I can provide a lot of examples in data on these 
issues from my own work over the last 30 years. But I would like 
to do is to mainly focus on what I see as some of the important pol- 
icy solutions that are required. 

Major steps, of course, I think have to occur within Latin Amer- 
ica countries to reduce inequalities. And this is a task that I think 
very few governments have been willing to tackle. 

For the United States, we have relatively blunt edged policy in- 
struments. But there are some things that I think can be very use- 
ful. 

In terms of policy solutions, one thing I would like to emphasize, 
and I think it reinforces what some of my colleagues here have said 
today, is that it is really important to continue foreign assistance 
to Latin America, honoring our international commitments to the 
multilateral development banks, to the global environment facility. 
I know that USAID funding for the Latin American, Caribbean re- 
gion has been shrinking over the last several decades. 

But this foreign assistance to Latin America ought to be really 
targeted specifically on social and environmental policies. 

As a result of a lot of the forms that have been undertaken in 
the last several years, foreign directed investment to the region 
now is huge and growing. And it is really taking care, I think, of 
many of the private development needs of the region. This means 
that U.S. foreign and multi-lateral development bank assistance 
should address the issues that are not likely to be effected by for- 
eign direct investment. 

This, of course, includes a focus on environmental laws, regula- 
tions, particularly strengthening enforcement. We have, as I men- 
tion in my written testimony, quite a number of Latin America 
countries that have adopted environmental ministries, have put in 
place very fine sounding environmental laws and regulations. But 
what is really lacking is enforcement of these regulations. The 
main environmental protection organization in Mexico, for exam- 
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pie, has 150 agents to cover the whole country. Obviously, this is 
a prime area in which investment ought to be allocated. 

And, of course, U.S. foreign assistance should also be targeting 
health and education programs to alleviate some of the poverty in 
the region. 

The second thing that I stress in my written testimony is that 
we need to determine how to create structures to compensate rural 
people for the environmental services that they provide. That is we 
need to attach a value to the production of clean water and air, soil 
conservation and carbon sequestration. 

As Ambassador Watson has mentioned, using mechanisms like 
easements to protect forest and watersheds, determining how we 
can use certification schemes for things like organic coffee and 
wood that is produced in a sustainable manner and then creating 
market mechanisms that actually work to get consumers to pur- 
chase these goods that are certified as being eco-friendly. I think 
that Mr. Leonard mentioned there is a lot of certification efforts 
going on in Latin America. I have seen in Mexico there is very sub- 
stantial certification, smart wood certification of forests. Unfortu- 
nately, this kind of certification has not yet led to people being able 
to market the timber that they produce at a reasonable price. In 
other words, they are getting the same amount of money for eco- 
friendly wood as any other producer. 

A third mechanism here in terms of structures I think is to look 
at carbon credit markets as proposed in the Kyoto protocol to re- 
duce greenhouse gas emissions. This is something that would allow 
industries in the industrialized world to essentially purchase car- 
bon credits in developing countries that agree to maintain forests. 

The third area I would like to emphasize is the need for greater 
research collaboration. USAID has quite a number of collaborative 
programs in agriculture that have been operating for approxi- 
mately 20 years. To my knowledge, there is only one that really fo- 
cuses on the environment which is the Sustainable Agricultural 
Natural Resource Management collaborative research support pro- 
gram. And I think we need to have additional programs that 
USAID creates to link U.S. universities with universities in Latin 
America that focus on the inter-related biological and social issues. 

As the National Science Foundation expands its environmental 
science program, I think one of the things that I have seen missing 
in much of what NSF has been proposing is any mention of cross 
border collaboration. 

Again, there is the necessity to develop linkages between U.S. 
universities and universities in Latin America and in other parts 
of the world. 

A particular interest of mine in terms of a third policy rec- 
ommendation is that I think the United States ought to instruct its 
representatives to the multilateral development banks to push for 
social analysis of projects. 

That is I think we need to complement the existing analyses that 
are carried out within the development banks that focus on finan- 
cial, economic, technical, institutional and environmental analysis 
to also include social analysis. World Bank, Inter-American Devel- 
opment Bank, should be investing in projects that privilege re- 
source poor people in the Latin American region. And I think that 
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if we had social analysis of programs to really determine what the 
effects of those programs are, who wins and who loses, that they 
would be both more socially as well as environmentally sustain- 
able. 

So the bottom line is, from my perspective, unless we address the 
issues of social inequality and poverty in Latin America more di- 
rectly, then environmental degradation is going to continue. And 
many of the results of that degradation will be exported to the 
United States through illegal migration, production of drug crops 
and political turmoil near our borders. Thank you, very much. 

[The prepared statement of Dr. DeWalt follows:] 

Prepared Statement of Dr. Billie R. DeWalt 

INTRODUCTION 

The tragedy that Hurricane Mitch caused in Honduras, Nicaragua and El Sal- 
vador in November of 1998 should teach us an important lesson concerning the link- 
ages between poverty, wealth and environmental degradation in Latin America. Al- 
though the hurricane bit the Caribbean, most of the damage occurred on the Pacific 
coast of Central America. There, the drenching rains fell on deforested hillsides re- 
sulting in landslides that blocked rivers and buried shanty towns, flooding that de- 
stroyed bridges, roads, power lines, crops, and aquaculture farms (DeWalt 1998). 
That death and devastation were exacerbated by the deforestation and degraded wa- 
tersheds of the region. 

The main point of my presentation is to stress that many of the most important 
environmental problems and challenges for Latin America are directly or indirectly 
linked to inequality and poverty. To be sure, the increasing adoption of a market 
economy by most Latin American countries has reversed the effects of the debt crisis 
in the 1980s and brought positive growth rates to many countries. But positive eco- 
nomic growth has not reduced poverty in the region, and indeed in several countries 
has exacerbated the already large inequalities between the rich and the poor (Berry 
1997). Real wages in Mexico, for example, are more than 25% lower than they were 
in 1980 (Economist, June 24th 2000:26). 1 Progress in addressing issues like defor- 
estation, biodiversity loss, water and air contamination, and watershed deterioration 
in Latin America can be made, but only if countries and donors promote programs 
that directly address the linkages between inequality and environmental degrada- 
tion. 


THE CURRENT SITUATION 

Latin America is a region with considerable resources and a relatively sparse pop- 
ulation so achieving sustainable development there ought to be easier than in other 
parts of the developing world. Consider that although the region has only about 8% 
of the world’s population, it contains: 

• rich mineral and fossil fuel deposits as well as coastal and marine resources 

• 25% of the world’s potentially cultivable land (Reca and Echevarria 1998:xiii) 

• 25% of forests and more than 50% of the tropical forests (http://www.iadb.org/ 
sds/document.cfm/45/ENGLISH) 

• about 30% of annual freshwater runoff (IDB 1998:5) 

Despite this, estimates are that: 

• 45% of the population is poor, the absolute number of poor have increased by 
80 million in the last 25 years, and 60 million people in the region are malnour- 
ished (Reca and Echevarria 1998:xiii) 

• 84 million had no access to clean drinking water 

• over 165 million had no adequate sewer service and less than 10% of municipal 
wastewater is treated (Inter-American Development Bank 1998:5) 

• the region has the highest rates of deforestation in the world, losing 7.4 million 
hectares per year (Dourojeanni 1999:1) 


1 For example, between 1996 and 1998, social inequality in Mexico increased with the poorest 
60% of households in Mexico seeing their income share fall from 26.9 to 25.5%, while the share 
held by the wealthiest 10% rose from 36.6 to 38.1% (Economist 2000:25). 
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POSITIVE STEPS 

Although it is easy to be pessimistic about environmental trends in the region, 
there are a number of positive signs of progress. Relating to forests and watersheds, 
for example: 

Most countries no longer promote colonization schemes in tropical forests. Inequal- 
ity in access to land in Latin America has been a continuing source of social conflict, 
fuelling many of the revolutions and civil wars that plagued the region. Although 
this led to attempts at agrarian reform particularly beginning in the 1960s, more 
often than not colonization of tropical areas was promoted to relieve pressures on 
land. In Mexico and Central America, this meant resettling people from highland 
areas to coastal and/or tropical areas. In South America, it resulted in colonization 
of the Amazon basin. Most of these schemes did not result in viable agriculture and 
were failures, though they caused considerable deforestation. Although schemes like 
Mexico’s “March to the Sea” and National Commission for Forest Clearing from the 
1960s and 1970s have disappeared, road building into tropical areas continues to 
lead to settlement and deforestation. 2 

Legal Changes Improved Incentives for Forest Conservation. Colonization efforts 
were often accompanied by laws denying ownership titles to settlers until they had 
put at least 50% of their land into cultivation. This resulted in substantial deforest- 
ation and in most cases planting of pasture for cattle. Such incentives for deforest- 
ation have been removed in most countries. Property rights regimes are also being 
reformed to encourage conservation. For example, resin-tappers in Honduras who 
worked the pine forests had little incentive to care for the trees because all trees 
were owned by the state. In Mexico, timber companies were given concessions to cut 
timber on the lands of indigenous communities; neither the communities or the com- 
panies had incentives to insure that sustainable forest practices were followed. In- 
digenous communities in the poor southern state of Oaxaca struggled for years to 
have the right to work their own forests, and succeeded in having forestry laws 
changed in the early 1990s. With forests now under their own control, management 
has improved significantly, some communities have created their own forest re- 
serves, and many are developing ecotourism projects with the assistance of a World 
Bank program. 

Requirements for Environmental Impact Assessments Are Now Common. In the 
late 1980s and early 1990s, the World Bank, Inter-American Development Bank, 
and USAID began requiring that environmental impact assessments be done for 
projects they sponsored. This has helped to insure that donor projects do not have 
negative impacts on the environment. Spurred by these models and concerns about 
environmental degradation, several countries in the region (e.g. Mexico, Argentina) 
are now beginning to require environmental impact assessments of major projects 
within their borders. 

Countries Have Established Ministries Focused on Environmental Concerns. Of 
the countries in the region, 16 out of 22 now have a cabinet post that focuses on 
environmental concerns. Most of these have been established within the last several 
years. Legal frameworks for environmental protection are being established in most 
countries and the Inter-American Development Bank has been supporting these ef- 
forts. It is critical to get such legal frameworks in place as a means of eventually 
regulating private sector development within countries. 3 

International and National NGOs Are Intensely Involved. Led by such inter- 
national organizations like the World Wildlife Fund, Nature Conservancy, Conserva- 
tion International, and others, the non-governmental sector has been intensely in- 
volved in efforts to create and manage parks, reserves, protected areas, and to en- 
courage natural resource management. These organizations understand that com- 
munities must be involved and be able to generate income if resource conservation 
is to be successful. Greenpeace and others have adopted a watchdog role and are 
activists in opposing projects that may lead to resource degradation (e.g. successfully 
opposing the salt works proposed for San Ignacio Lagoon on the Gulf of California 
in Mexico). Local nonprofit organizations with an environmental focus are being es- 
tablished in all countries reflecting increased public concern about the environment 
(e.g. about 700 environmental NGOs are registered in Mexico). 


2 One particular project that is currently of great concern is the proposed $100 billion Avanqa 
Brasil infrastructure program to expand soy production and exports that may result in an addi- 
tional 18 million hectares of deforestation (Bonnie et. al. 2000:1763). 

3 Even where an adequate legal framework is in place, enforcement is still problematical. For 
example, the Attorney General’s Office for Environmental Protection (PROFEPA) in Mexico has 
fewer than 150 agents for the whole country. 
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CONTINUING PROBLEMS 

Despite these signs of progress, environmental degradation continues unabated in 
Latin America. Among the most vexing problems are the following: 

Transparency and Fairness in the Application of Laws and Regulations Are Often 
Lacking. Major corporations and wealthy private investors often play by different 
rules than everyone else in Latin America. Abuses of power and authority, unfortu- 
nately, are all too common when it comes to environmental requirements. In Mexico 
recently, a peasant told me that the laws are only applied to the poor. He and those 
in his community are fined for extracting timber from forests if all of their permits 
are not done exactly right. At the same time, illegal timbering goes on all around 
their community and the sawmill industry is not required to document from where 
they receive their logs. Local people have learned not to press charges against the 
illegal timbering because the culprits are released almost immediately, and retaliate 
against their accusers. Inequality means that the rich and powerful are able to en- 
gage in practices that cause environmental degradation. 

Poverty Continues to Cause Environmental Degradation. Inequality and poverty in 
places like the Pacific Coast of Central America. Deforestation there is caused by 
the poor who plant subsistence crops on steep hillsides. Their poverty, however, co- 
exists alongside wealth created by melon-growers producing for the export market, 
shrimp producers who now cultivate this commodity in ponds along the coast, and 
especially cattle producers who have appropriated much of the best land for their 
ranches. The Pacific Coast of El Salvador, Honduras, and Nicaragua has long been 
characterized by vast differences between the wealthy few who have appropriated 
the best, flat lands, often for commodities like cattle that require little labor to 
produce. The Honduran Central Bank estimated in 1988 that 48% of the valley 
lands in the country were sown in pasture for cattle. The poor majority is left with 
the alternatives of deforesting the steep slopes for a patch of land to cultivate, mi- 
grating to the cities where they create squatter settlements, or invading the pro- 
tected areas of Honduras’ rainforest (DeWalt et. al. 1993). Poverty, infectious dis- 
eases, environmental degradation, illegal migration, cultivation of drug crops, and 
other ills are all common problems affecting the poor regions of most Latin Amer- 
ican countries. 


POLICY SOLUTIONS 

Attacking the linked problems of inequality and environmental degradation must 
be made a priority. The solutions that are required will require public policy efforts 
primarily within the countries of the region. The United States and other donors, 
however, can take steps that can help. Our country’s efforts to promote democracy, 
free trade, and stability in the Americas are unlikely to be successful unless people 
have a livable environment (State Department 1997). Priority must be given to in- 
vestments in Latin American regions that both provide economic opportunities to re- 
duce inequalities and conserve the environment. 

U.S. Assistance Targeted at Poverty and the Environment to the Region Should Be 
Increased and Made More Effective. In the face of the dire needs of Africa and parts 
of Asia, U.S. assistance to Latin America has diminished at the same time that we 
have focused efforts on the North American Free Trade Agreement and potentially 
a Free Trade Agreement of the Americas. Building more sustainable relationships 
with Latin America cannot occur when environments are degraded because those 
who live in these areas will migrate internally and/or internationally to seek a bet- 
ter life. Investing in programs run by reputable Nongovernmental Organizations 
like WWF, Conservation International, Nature Conservancy, and others that try to 
work with various stakeholder groups and that work with local NGOs ought to be 
a priority. 

We Need to Determine Ways to Compensate Rural People in Latin America for the 
Environmental Services They Provide. Clean water and air have always been 
thought of as free public goods. Increasingly, as part of the strategies we use to ad- 
dress rural poverty, we should determine ways to compensate people for the produc- 
tion of “ecosystem services” they provide. For example, the soil erosion from de- 
graded watersheds of southern Honduras means that shrimp farms along the coast 
must spend an estimated five cents a pound of shrimp tail produced just to manage 
sediments in ponds (Samayoa, Thurow and Thurow 2000:16). If government were 
to begin programs to “tax” downstream users for environmental services, it could 
make significant investments in assisting upstream farmers. An example of where 
this is working now is that the water management agency in Quito, Ecuador is now 
allocating a percentage of user fees collected to help conservation efforts in a na- 
tional park in the mountains where the water is produced. Similar kinds of pro- 
grams can be established to provide rural people with income and/or investments 
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to maintain forests that would help provide clean water and air to Mexico City and 
other large urban metropolises, to maintain forests in watersheds to prevent the sil- 
tation that reduces the life of hydropower dams, and to improve watersheds that 
provide irrigation water to downstream users. 4 

On a global scale, tradable permits are one mechanism for doing this. There is 
considerable interest in using forest conservation for carbon sequestration to help 
address global climate change. The “adoption of forest carbon markets (as proposed 
under the Kyoto Protocol) . . . could dramatically increase incentives for developing 
nations to protect forests” (Bonnie et. al. 2000:1763). The Clean Development Mech- 
anism of the Kyoto Protocol could allow industrialized nations to purchase carbon 
credits to meet overall goals of reducing greenhouse gas emissions. 

Consumers also have a role to play by rewarding producers who use sustainable 
practices. For example, about 90,000 hectares of pine/oak forests in Oaxaca, Mexico 
have received SMARTWOOD certification, yet thus far producers have not received 
any market benefits from this. To guide consumers, we need to devote more re- 
sources to establishing verifiable, simple certification systems to encourage con- 
sumers to purchase products that are environmentally friendly. Organic, shade- 
grown coffee is an example; another is dolphin-friendly tuna. 

The main point here is that unless there are economic rewards and returns that 
will go to directly helping poor people, it is unlikely that they will engage in behav- 
iors to protect natural resources. Right now, too many people in Latin America see 
conservation as “prohibition” and contrary to their own interests. As one peasant 
leader in the Monarch Butterfly Reserve in central Mexico told me just last week: 
“If you tell me that each year I can harvest one of every ten trees on my land, I 
will be happy to cooperate. If you tell me that I can’t cut any trees, then I can as- 
sure you all ten trees will disappear immediately.” 

The U.S. Should Ask Our Representatives to Multilateral Development Banks to 
Require Social Analysis of Projects. The assessment of projects in institutions such 
as the World Bank and Inter-American Development Bank currently require only 
financial, economic, technical, and institutional analysis, with environmental anal- 
ysis now required in most cases. There are “social safeguard policies” on indigenous 
peoples, involuntary resettlement, and women in development that are applied to 
some projects, yet social analysis of projects is not required. This means that we 
have no comprehensive mechanism for determining how projects might affect impor- 
tant issues like poverty or social inequality. Given that multilateral development 
bank loans are now only a small percentage of foreign investment in Latin America, 
such loans ought to be targeted in ways that can directly affect poverty and its ac- 
companying maladies. 

Invest in University Linkages Focused on Social and Environmental Research. 
International NGOs have done a relatively good job of establishing linkages with 
local NGOs. Although there are exceptions, U.S. universities have not developed the 
same sorts of collaborative research and development linkages for environmental re- 
search and policy-making with counterparts in Latin America. The kinds of partner- 
ships developed for agricultural research by programs like USAID’s Collaborative 
Research Support Projects (CRSP) need to be expanded for work on environmental 
and social research. As the National Science Foundation expands its role in address- 
ing environmental problems (NSF 2000), it ought to provide more emphasis to sup- 
porting international research collaborations. 

SUMMARY 

The goal of this presentation was to emphasize the link between inequality and 
environmental degradation in Latin America. Despite many positive steps that have 
been taken by Latin American countries in the last several years, the continuing 
disparities between rich and poor hold threats for the environment. Degradation re- 
sults from the rich who consider themselves to be above the law, and from the poor 
who have no alternative but to mine natural resources for current survival. Policy 
makers must look for means to reduce inequalities and to directly channel resources 
so that those in control of natural resources have incentives to conserve and improve 
them. 
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Mr. Chafee. Thank you, very much for your time and your testi- 
mony. I especially like when you say it is easy to pessimistic, but 
here are some of the positive things that are happening. Here are 
some possible solutions. And let us move forward. So, thank you 
very much. You really are strong on the linkage of the inequities 
and progress on environmental concerns and how some of the cor- 
porations do not abide by the same laws that everybody else is re- 
quired to abide by. I am sure that is a problem. The powerful can 
get away with more than the regular citizens. 

Mr. Watson, you have been all over the region as Ambassador, 
Peru, Colombia, Bolivia, Brazil, Santo Domingo. And in your expe- 
rience, your rich experience, in traveling the area during the past 
few decades, how are we doing? How is change coming both on the 
emergence of democracy, the growing middle class, and addressing 
some of the basic environmental concerns, proper land use, waste- 
water treatment? 

Mr. Watson. Well, Mr. Chairman, the broad experience that you 
mentioned in many countries, looking at a broad variety of issues, 
I think there has been enormous progress in two or three of the 
most important issues. And also there are setbacks every now and 
then, there is no doubt that the countries of Latin America and the 
Caribbean are essentially committed to democracy even though it 
needs to be deepened and strengthened in a great variety of ways, 
especially judicial systems and things like that and greater partici- 
pation by some of the less fortunate people in the countries. But 
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still, compared to what it was a while ago, it has been enormous 
progress. 

Second, I think that most of the countries in the region have got- 
ten the macroeconomic policies right now to all sorts of experi- 
ments, most of which failed. And every failure, of course, hurts the 
poorest people more than anybody else. And I think basically the 
macroeconomic policies are essentially in place if you understand 
what they are. 

Third, I am encouraged that there is a greater awareness on the 
part of the leadership in most countries that natural resources are 
not free goods as they might have been considered before. In other 
words, they are not limitless goods, that they have to manage them 
carefully or they are not going to have any in the future. That does 
not mean have I got the right policies in place all the time. But 
at least there is an awareness which is essential to start to formu- 
late the right policies which sets a context for people like ourselves, 
and like the AID programs that Carl Leonard was talking about, 
much more likely to succeed. 

Areas where I think there has still been enormous failure is in 
the distribution of income. In most of the countries, Latin America 
and the Caribbean, the economic growth has been terrific but has 
not benefited everybody even close to equally. 

This I think has been compounded to a certain extent, to a great 
extent, by failure of education systems to really be equal, to really 
bring people who are, let us say, outside the modern sector of the 
economy into the economy, be able to give them the skills to do 
that. And I have been worried for a long time that the revolution 
in communications that is taking place now will widen this gap. We 
will just have two classes, those who are on the Internet if you will 
and those who have no idea what it is. 

And I think that another area that is relevant in this respect is 
public health. There has been a lot of improvement in a lot of 
places, but there is still a long way to go. And it is profoundly in 
the interest of all the countries of the hemisphere. Even if all you 
are concerned about is having an adequate labor force to be able 
to keep your economy booming, to have well-educated and healthy 
citizens, irrespective of the ethical and moral considerations that I 
think are important to many of us. 

I think that we are now, at least my perspective now in The Na- 
ture Conservancy — I just spent a week in Guatemala. I came back 
last night. You are beginning to see much more creative ap- 
proaches to reconciling the differences or the potential tensions be- 
tween development and management of natural resources or con- 
servation of resources. And I think there is a greater awareness of 
the need to involve the local people in positively constructed and 
long-term engagement in the solution, designing the solutions and 
implementing the solutions of those problems. 

So obviously, if one has spent a long time in the hemisphere like 
I have thinking about a lot of these things, I could go on forever 
and bore everybody in this room. But those would be some of the 
highlights, at least from my experience. 

Mr. Chafee. Thank you, very much. I suppose it all does start 
with education and public health. And those are the building 
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blocks. Gentlemen, I do not have any other questions. I look for- 
ward to working with you in the future as we go forward. 

I think there is a tremendous opportunity for our country to be 
involved across our borders in a positive way, and I hope you can 
share with us any other ideas you have as we go forward. And we 
appreciate your taking the time to come all the way from Pitts- 
burgh and back from Guatemala. We are very indebted to sharing 
your wisdom with us here this morning and wish you the very best. 
And thank you again. 

Mr. Watson. Thank you, very much, sir. 

Dr. DeWalt. Thank you. 

Mr. Chafee. The hearing is concluded. 

[Whereupon, at 10:38 a.m. the hearing was adjourned.] 


Additional Questions Submitted for the Record 

Response of Carl H. Leonard to Additional Questions for the Record 
Submitted by Senator Chafee 

prioritization of environmental issues 

Question. This hearing covered a great many environmental issues and problems 
in Latin America/Caribbean that need to be addressed. It appears that USAID, the 
multilateral development banks (MDBs.), and NGOs are working on all of them. 

Would you find it useful to prioritize these problems so that our resources are al- 
located appropriately? Which problems pose the greatest threat to human health 
over the long-term? 

Answer. There is a broad array of environmental issues in the Latin America and 
Caribbean region. In this regard, USAID brought up a subset of what we feel are 
some of the most pressing and where we believe we can have an impact: deforest- 
ation, water mismanagement, coastal degradation, absence of urban environmental 
services, and vulnerability to natural disasters. Within this subset, it would be dif- 
ficult to prioritize because each poses a significant threat to the region’s future pros- 
perity and stability, and to United States interests. 

With regard to human health, of the myriad of environmental problems facing the 
region, water scarcity and water pollution may pose the greatest direct threat. 
Roughly 25 percent of the population in Latin America and the Caribbean lacks ac- 
cess to safe drinking water and almost 60 percent do not have adequate sanitation 
facilities. Moreover, it is estimated that only 5-10 percent of all municipal waste- 
water receives any sort of treatment before being discharged. The results are not 
unexpected: heavily contaminated receiving waters, unhealthy living conditions, and 
high levels of mortality and morbidity from waterborne diseases, especially among 
children. 

In fact, The World Bank estimates that roughly 60 percent of mortality in chil- 
dren under five years of age is attributable to waterborne diseases. These problems 
are most acute in pen-urban and rural areas. 

USAID and the multilateral development banks (MDB) do have distinct primary 
areas of focus based on our respective and complementary capacities. In general, 
USAID focuses on natural resource management issues where the development and 
dissemination of best practices can be effective, including watershed management 
and rural water supply and sanitation. The MDBs focus on urban and energy issues 
that require large capital investments. In the urban and energy sectors, USAID does 
coordinate with the MDBs by providing grant assistance for the technical analyses 
and the piloting of promising approaches that can become the basis for MDB loans. 

URBAN ENVIRONMENTAL INFRASTRUCTURE 

Question. What are the major impediments to providing basic environmental in- 
frastructure in urban areas? 

Answer. Historically, central governments have been unable to adequately fi- 
nance, deliver and maintain roads, sewage, water systems, and solid waste collec- 
tion for their countries’ exploding urban populations. Now, as a result of the recent 
wave of decentralization throughout Latin America, many of these challenges still 
exist, albeit at the city level. While decentralization ushered in legal reform which 
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gave cities the authority to make decisions on service delivery, many new city gov- 
ernments, especially smaller municipalities, remain ill-equipped to respond. Capac- 
ity building is needed to help cities learn to plan, finance and deliver infrastructure 
and environmental services. In addition, further reform at the policy level is re- 
quired to ensure that cities are granted the authority to access the needed financ- 
ing — either from capital markets or from local revenue collection — to carry out this 
new function. In fact, access to capital markets is a major impediment to providing 
environmental services in the larger urban centers which are home to a growing 
percentage of the Latin America and the Caribbean population and which require 
large capital investments. This is a primary focus of the multilateral development 
banks (MDB). 

The recent natural disasters in Latin America, especially Central America and the 
Caribbean, highlighted the need to build capacity in city governments for respond- 
ing to the destruction left by floods, earthquakes, and hurricanes. In 1998, for exam- 
ple, Hurricanes Georges and Mitch left millions homeless and without potable water 
and sanitation services. In such situations, city governments act as primary agents, 
not only in responding to the disaster themselves, but also in directing the influx 
of resources from international aid agencies. Under the new framework of decen- 
tralization, strong city government capacity in physical and financial management 
is crucial to rebuilding urban environmental infrastructure and planning for future 
disasters. 


LATIN AMERICAN EQUIVALENT OF U.S.-AEP 

Question. The U.S.-Asia Environmental Partnership [U.S.-AEP1 program is a 
USAID program that brings U.S. firms together with Asian governments and busi- 
nesses to find solutions to Asian environmental programs, leveraging private sector 
cooperation and funds to increase the relatively low levels of U.S. government funds. 
Do you believe that a Latin American equivalent would be equally successful? 
Should this be considered for Latin America? Are U.S. efforts to promote environ- 
mentally preferable technologies leading to real market advantages for U.S. firms? 

Answer. The concept of bringing United States firms together with Latin America 
and Caribbean (LAC) governments and businesses to help solve environmental prob- 
lems is an excellent one and one which USAID has been actively pursuing for sev- 
eral years through programs such as the Environmental Initiative for the Americas 
(EIA), the Hemispheric Free Trade Expansion (HFTE) Program, and the Environ- 
mental Pollution Prevention Program (EP3). 

Most recently, the USAID’s LAC Bureau launched the U.S. -LAC Environmental 
Partnership (LACEP) program with the principal purpose of forging lasting partner- 
ships between the U.S. and LAC public and private sectors to address the region’s 
severe environmental degradation problems. LACEP embraces many of the U.S.- 
AEP principles and makes use of similar implementation mechanisms. For instance, 
LACEP seeks to enhance the performance of targeted LAC business by supporting 
U.S. and LAC private sector engagement in the application of innovative, market- 
based solutions to environment problems. LACEP also will strive to leverage the re- 
sources of other donors. In addition to introducing appropriate technologies such as 
industrial clean production, LACEP will work to identify and overcome the numer- 
ous institutional and financial barriers that hinder implementation and dissemina- 
tion of sound technical solutions. 

According to the World Bank, during the last five years, the rate of increase for 
the demand of environmental goods and services for Latin America and the Carib- 
bean (LAC) exceeded all regions of the world, including Asia and Japan. The annual 
growth rate for the region is 12 percent as compared to 2 percent for Japan and 
10 percent for the rest of Asia. For instance, in the next decade, the demand for 
environmental goods and services in the water sector alone is expected to be about 
$220 billion. Additionally the amount of private investment capital flowing into LAC 
last year has, for the first time, exceeded that of Asia. USAID, through various 
mechanisms such as the Latin American Initiative for Environmental Technology 
(LA-IET) implemented in partnership with the Environmental Export Council (EEC) 
and our work with regional trade and environment committees, has been successful 
in introducing U.S. private sector “know-how” and expertise to this growing market 
and in identifying strategic opportunities for U.S. firms to capitalize on this de- 
mand. 


ECO-REGIONAL APPROACHES 

Question. I understand that USAID’s Center for Environment is working with 
NGO partners on conservation programs on an eco-regional scale in selected regions 
around the world. Does this mean that the agency intends to expand eco-regional- 
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based conservation in other regions and cross border areas in other parts of the 
world where USAID is present, as well as more broadly in Latin America and the 
Caribbean? If so, can you identify the areas in the Latin American/Caribbean region 
that USAID has targeted for large scale conservation action at the eco-region scale? 

Answer. USAID feels that conservation planning at the eco-regional scale is crit- 
ical to conservation success. USAID’s Center for Environment, as well as the Agen- 
cy’s regional bureaus, have been incorporating this approach into conservation ef- 
forts for the past decade, and are increasingly identifying opportunities to expand 
the tool where appropriate. Focusing on the sites, populations, ecological processes 
and threats that are relevant to an eco-region as a whole allows for an integrated 
approach to conserving biodiversity that transcends political boundaries. Eco-re- 
gional approaches use a number of priority criteria and include relevant stake- 
holders in the planning process, while considering the broader social, economic and 
political factors that are critical to long-term success. 

Specifically, in the Latin America and Caribbean (LAC) region, USAID has been 
working in partnership with NGOs in several sites to conserve biodiversity, several 
of these on an eco-regional or transboundary scale. USAID is currently working in 
the Southwest Amazon Ecological Corridor, the Atlantic Rainforest, the Guyanan 
Rainforest Corridor, the Cerrado and Pantanal eco-regions, the Yasuni-Napo Forest, 
a portion of the Northwestern Andes, and the Chaco eco-region. 

USAID has also targeted additional areas in the LAC region for eco-regional con- 
servation efforts, for example, the Central America Regional Program (PROARCA) 
is expanding efforts in the MesoAmerican Biological Corridor, including portions of 
the MesoAmerican Coral Reef. An eco-regional planning approach is underway in 
Paraguay, Brazil and Bolivia, which will expand the conservation efforts in the 
Pantanal eco-region. In addition, discussions are underway concerning the applica- 
bility of an eco-regional approach for the eastern slope of the Andes, a region that 
USAID has targeted for possible, large scale conservation efforts. USAID, in part- 
nership with several NGOs, has also funded a number of eco-regional priority set- 
ting projects in the LLAC region, for example, “A Regional Analysis of Geographic 
Priorities for Biodiversity Conservation in Latin America and the Caribbean” and 
“Freshwater Biodiversity of Latin America and the Caribbean: A Conservation As- 
sessment.” 

Although USAID is increasingly identifying opportunities to use eco-regional ap- 
proaches to target threats to biodiversity and work across national boundaries, there 
are many cases where a site-by-site or policy specific approach is still the most effec- 
tive conservation tool. For example, working with the local municipality in Quito, 
Ecuador, USAID supported a market-based, water-use fee pilot project for Cayambe- 
Coca Reserve, the watershed serving as the source of the city’s potable water supply. 
The lessons learned and documented at this site will allow the user-fee model of wa- 
tershed protection to be replicated in other areas containing critical watersheds. 


Response of Joseph E. Eichenberger to Additional Questions for the Record 

from Senator Chafee 

Question 1. What is the status of the World Bank-sponsored Clean Air Initiative? 
What results have been achieved to date, and what achievements are ultimately ex- 
pected? 

Answer. The World Bank Institute in partnership with the Bank’s Environ- 
mentally and Socially Sustainable Development unit in the Latin America and Car- 
ibbean (LAC) region and a number of other agencies and companies, launched the 
Clean Air Initiative in Latin American Cities in December 1998, as a three-year pro- 
gram. The Initiative covers issues of environment, urban, transport, health, energy, 
industrial pollution, and global emissions, as they relate to the quality of the air 
in the cities of the most urbanized region of the developing world. Its three goals 
are: (a) to promote the integrated development or enhancement of city clean air ac- 
tion plans based on the participation of all relevant stakeholders; (b) to advance the 
exchange of knowledge and experience among all partners; and (c) to foster public 
participation and the active involvement of the private sector in implementing inno- 
vations in the use of low-emissions, low-carbon technologies. 

The $1 million budget for calendar year 2000 includes funding from the World 
Bank, bilateral donor funds and contributions from the private sector Steering Com- 
mittee members of the Initiative (DaimlerChrysler, Volvo, Renault, Shell). In addi- 
tion, recipient cities also contribute. Activities being funded include: 

• City Specific Workshops (Buenos Aires, Santiago) $190,000 
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• City Action Plans (Buenos Aires, Lima, Rio, Santiago, Mexico) $450,000 

• Distance Learning Course $80,000 

• Web-site Update $70,000 

• Other Communication Tools (brochure, progress report) $80,000 

• Information Pool for Clean Technologies $40,000 

• Clean Air Toolkit $45,000 

• Program Management $90,000 

With respect to operational investments, World Bank projects are either under 
preparation or implementation in most of the cities currently involved in the Clean 
Air Initiative (e.g., Mexico City Air Quality II, Buenos Aires Urban Transport, Lima 
Urban Transport, and Rio de Janeiro Mass Transit). Through the development or 
enhancement of the city action plans, which account for approximately half the Ini- 
tiative’s budget, cities will identify further areas requiring investment. This addi- 
tional investment may come from a vanety of sources, including local, private sector, 
bilateral or multilateral financing. 

Question 2. A review of the Inter- American Development Bank (IDB) environ- 
mental programs shows a great deal of emphasis on wastewater treatment projects. 
Is this emphasis advisable, given the magnitude of other problems? 

More than 50% of Latin Americas poor live in urban areas and lack access to 
clean water and basic sanitation. Consequently, emphasis on water and sanitation 
generally reflects both borrower priorities and borrower needs. In 1999, IDB lending 
for water and sanitation accounted for 73% of environmental lending. In 1998 and 
1999, the region, especially Central America, was struck by natural disasters that 
killed thousands and destroyed property and infrastructure. The IDB responded 
with natural disaster funding for rehabilitation and reconstruction of basic infra- 
structure that included funding for environmental mitigation measures to reduce 
vulnerability to future disasters, solid waste management, and water, and for 
strengthening emergency response capacity. Natural disaster loans accounted for 
around 21% of the environmental portfolio for 1999. The remainder of the environ- 
mental portfolio consists of support for natural resource conservation and environ- 
mental management. 

Other pressing environmental issues require attention by the IDB and its bor- 
rowers. For example, we have encouraged the Bank to do more in the field of energy 
efficiency and global public goods related to the environment. The IDB is in the 
process of establishing a Trust Fund with the U.S. Department of Energy to identify 
and prepare IDB projects that can benefit from U.S. energy efficiency technologies. 
It has also established a sustainable energy markets program, focussed on energy 
efficiency, which mobilized $5 million to prepare energy efficiency projects last year. 
The IDB recently signed an agreement with the Global Environmental Facility that 
will permit the Bank to access funding for activities related to global environmental 
issues. These activities relate to climate change, biodiversity, international waters, 
depletion of the ozone layer, and degradation of lands, mainly through 
desertification and deforestation. 

Question 3. A World Bank analysis for Santiago found that reducing air pollution 
from cars, trucks, and buses, and converting wood burning industrial sources to 
other fuel would generate benefits that outweighed pollution control costs by at least 
a factor of 1.7. Even with a positive benefit-cost ratio, are such investments feasible 
in the region? 

Answer. The World Bank’s cost benefit-analysis of an air pollution control sce- 
nario for Santiago, Chile, focused on: (a) fixed sources; (b) gasoline vehicles; (c) 
buses; and (d) trucks, resulted in a benefit/cost ratio of 1.7 and indicated that in- 
vestments in these areas are highly economically justified. In fact, a number of 
these measures have been carried out in Santiago and other Latin American cities 
and have proven the high feasibility of such investments. 

The analysis for Santiago focuses on putting in place the appropriate emission 
standards for vehicles, fuels and stationary sources. To overcome obstacles to the 
successful implementation of these measures in the region, it is important to: (i) in- 
clude all relevant stakeholders in the design and implementation of these activities 
(i.e., energy, transport and environment sectors, NGOs, civil society, etc.); (ii) 
strengthen compliance and enforcement capacity; (iii) raise public awareness 
through health studies; (iv) establish the necessary institutional coordination ar- 
rangements; and (v) complement these efforts through the use of economic incen- 
tives. 

The World Bank has worked with its clients in the region in the design and imple- 
mentation of these measures. For instance, through the Transport Air Quality Man- 
agement Project in Mexico City, the Bank supported the: (a) development and en- 
forcement of emission standards; (b) implementation of an inspection and mainte- 
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nance system for vehicles; (c) carrying out of health studies; (d) development of eco- 
nomic incentives (such as fuel pricing and vehicle taxation); (e) strengthening of in- 
stitutional capabilities to implement air quality measures; and (f) establishment of 
an environmental coordination commission. 

Question 4. What are the major impediments to providing basic environmental in- 
frastructure in urban areas? 

Answer. The impediments to providing basic environmental infrastructure in 
urban areas are complex and multiple. The expense of infrastructure is enormous 
making it very difficult for developing countries to finance the level of infrastructure 
needed to serve ever-growing populations. Many developing countries lack the cap- 
ital markets necessary to finance expensive infrastructure projects such as waste- 
water treatment facilities and urban sanitation. In addition, environmental infra- 
structure investments do not easily attract private sector finance, particularly in 
secondary cities. Many of these countries also maintain investment policies or have 
investment climates that severely impede private sector investment. 

Unlike the energy sector in Latin America, infrastructure is not considered by the 
private sector to be sufficiently profitable. In the case of a wastewater treatment 
plant, profits are relatively low and the consumers are generally quite poor. To have 
a positive profit margin, a company would need to set the tariff at a profitable level. 
This is difficult due to the limited incomes of consumers. In the U.S., such services 
may be priced at a reasonable level given the average income of its customers. In 
many of these countries, even small tariffs can surpass the level customers can pay, 
with one-quarter of the world’s population earning less than one dollar a day. 

Beyond the financing obstacles, the lack of institutional capacity among munici- 
palities is also a serious impediment to project implementation and successful oper- 
ation in some cases. Cities must have the capacity to train workers. They must also 
have knowledge about project design, planning, construction, facility operations, and 
mechanisms to collect tariffs. 


Response of The Nature Conservancy to Additional Questions for the 
Record Submitted by Senator Chafee 

Question 1. Given that, “Integrated coastal zone management (ICZM) and marine 
ecosystem management are recognized as urgent needs to deal with the off coastal 
resources in the LAC region.” What do you believe would be needed to bring about 
more widespread integrated management in the Latin America and Caribbean 
(LAC) region? 

Answer. To bring about more widespread integrated management in the LAC re- 
gion there is a need for financial resources to be invested in: 

• educational initiatives to build awareness of the important and basic role of ma- 
rine resources, their economic value, and their nearly ubiquitous state of deg- 
radation; 

• building the local capacity to manage these resources, as many LAC nations 
lack the technical expertise for taking on these complex management chal- 
lenges; 

• beginning and improving collaboration among the governmental and nongovern- 
mental entities in the LAC countries that have a vested interest in marine re- 
source management; 

• initiating cross-border international collaboration, as the marine ecosystems 
being managed are fluid in nature and cannot be managed properly in isolation; 
and 

• supporting U.S. Government initiatives, such as those envisioned by USAID 
Caribbean Region Regional Office in Jamaica, to improve coastal zone manage- 
ment. 

We have been working to support the objectives and provisions of the Cartagena 
Convention Protocol (1983) on Specially Protected Areas and Wildlife in the Wider 
Caribbean Region (SPAW). This has been accomplished in partnership with the 
United Nations Environmental Program (UNEP) Caribbean Regional Seas Program 
to implement training programs for coastal zone managers. 

Question 2. Are there successful models that can be replicated? 

At a multinational level, the USAID funded PROARCA project is a good place to 
begin. With The Nature Conservancy, World Wildlife Fund and the University of 
Rhode Island Coastal Resource Center leading a team of in-country partners, 
PROARCA has attempted to bring the government and non-government commu- 



42 


nities together to set common goals for ICZM. There has been work at the local level 
but also with a Central American Commission for the Environment, which has 
touched on regional issues including the harmonization of policies for marine re- 
source management. A basic step here is seeing that all countries have similar cal- 
endars for closed fishing seasons, so fishermen don’t just jump across borders from 
month to month (in which case the target species never get any relief to reproduce). 

As basic building blocks of ICZM, national parks should be established and man- 
aged for the protection value they present to many living and non-living marine re- 
sources. Our Parks in Peril program (PiP) demonstrates how progress can be made 
in this regard. Through the implementation of PiP in Parque del Este (PDE), Do- 
minican Republic, many advances have been made toward achieving the balance be- 
tween conservation and economic development. For example: 

• there is now a vibrant constituency focused on protecting the marine resources 
of the park, spearheaded by local (Dominican) environmental NGO’s, and re- 
gional organizations like CAST, the Caribbean Alliance for Sustainable Tour- 
ism; 

• large quantities of important ecological and resource utilization information 
have been compiled and used in the development of terrestrial and marine habi- 
tat maps and recommendations for improving park management; 

• local communities surrounding the park are much more engaged in park man- 
agement and resource-use issues, and work closely with local partners; 

• significant strides have been made in improving critical park infrastructure to 
accommodate the thousands of tourists visiting PDE on a monthly basis. 

The Nature Conservancy has contributed to the well being of marine natural re- 
sources by developing publications that document successful work. An examples is 
the “Rapid Ecological Assessment Series: Parque Nacional del Este,” that provides 
critical and new information on marine biodiversity conservation planing and man- 
agement. Through the use of such documents, we are able to use our specific site- 
based work to leverage conservation training and education across the region. 

Question 3. Is the relative lack of Integrated CZM a question of financial re- 
sources alone, or are major changes in attitudes and approach needed by govern- 
ment and private sector interests in the region? 

Answer. It is not just a financial issue. The awareness of the public must be in- 
creased. The public needs to understand and appreciate that ICZM is important be- 
cause coastal zones harbor flora and fauna important to countries’ natural heritage, 
provide food, contain resources (that can be managed sustainably) used locally or 
exported, and attract tourists. At the end of the day, it is a quality of life issue. 
Life for the human population will be improved if the coastal zone is managed well. 

Government and private sector interests in the region need to set mutual long- 
term goals and work together to see the resources managed sustainably, not in 
short-term actions that degrade the resource base. 

The biggest change in attitude needed is a commitment to protect the resources 
for long term sustainability. Establishment of a series of marine parks in high pri- 
ority coastal systems around the region would demonstrate a major positive change 
in attitudes. These parks would serve as places for general marine biodiversity pro- 
tection, but would also serve to protect fishery resources. If these areas were chosen 
carefully, they would help significantly in both species conservation and fisheries. 
The fish would spill out of these habitat refuges and provide local fishermen with 
a resource and would be a highly prized resource by not only the local populations 
but also the growing tourism sector. 

Question 4. What do you believe are the coastal and marine areas and resources 
most at risk today? 

Answer. Coastal wetlands (marshes and mangrove forests) and shallow water ma- 
rine ecosystems (like seagrass beds and coral reefs) are very sensitive to disturbance 
and over-fishing. They are at risk wherever they occur in Latin America and the 
Caribbean. Every country should have a strategy for protecting a significant per- 
centage of them, as they form the basis of many food resources. Many of these areas 
are destroyed slowly through pollution and other go directly under the plow as 
coastal areas are developed rapidly. 

All the common fishery targets (finfish and invertebrates) in the region have been 
dramatically overfished and should be protected, as most populations are perilously 
close to crashing. 
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